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From sizzling to || 
sub-zero temperatures | 
in seconds... : 


needed, a lubricant 
that could take it! 


A PROBLEM simple enough to state — seemed 
impossible to solve: a revved-up jet on the 
tropical atoll runway ready to take off. That’s 
a hot combination, As the jet zooms up into : | , 
the stratosphere, air temperature plummets cos 
‘* down — far and fast. In seconds it has changed 
4 as much as three hundred degrees. No then- — 

s existing lubricant could stand the gaff. Needed 
— a new kind of lubricant. 


a ee 


This is what Texaco 
did about it... 


developed and tested several hundred differ- . 
ent lubricants . . . came up with the answer , 
. .. one lubricant that functioned perfectly 
throughout terrific temperature change. c 
This is just one more example of a tough 
problem in product development solved in the F 
Texaco Research Centers. B 
THE TEXAS COMPANY . 
. K 


Texaco Research— 
always ahead 
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W ith the publication of this ™ 
issue, we reach an important mile- See 
stone, for 1957 marks our fiftieth a 
year of dedicated service to the 
investment and business community. 





We started out in November of 1907 as a crusader 
against the “bucketeers” of that day, and as the 
exponent of sound investment — “toward financial 
independence at 50” — which became our slogan. 


During this era of socialistic thinking, we advo- 
cated common stocks as the American way of giving 
every man an interest in the “tools of production”— 
and a partnership and share in the nation’s indus- 
trial wealth. 


An editorial in that first issue stated: 

“In many other vocations the student is guided 
by text books, coached by experienced teachers, put 
through a regular course of training and serves an 
apprenticeship before launching out for himself. 


“But the average man gains his knowledge of the 
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markets from his daily newspaper and learns to 
swim the sea of speculation or investment by jump- 
ing overboard.” 


Of course, those were highly speculative days, for 
we were at the beginning of the great industrial 
era which has since swept this country to the heights. 
Today there is a wealth of informative material, 
and investment is not based on stock-market gyra- 
tions, but on business prospects—on company earn- 
ings, financial strength, absorption and marketabil- 
ity of shares, and investor acceptance. 


Under a flexible and forward-looking editorial 
policy, THE MAGAZINE OF WALL STREET, over a span 
of half a century, has kept pace with a changing 
world and maintained a realistic approach to de- 
velopments at home and abroad as new world forces 
asserted themselves — broadening our scope as the 
global measurements of time and space grew smaller 
and smaller. 
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And we developed our publication into what it is 
today—a fortnightly business-investment service in 
interesting magazine form. And during these past 
50 years, during war and peace, in boom and depres- 
sion, we have added greatly to our skills and sea- 
soned our judgment. 


We have presented the greatest amount of helpful 
data, arranged in concise, quick-reference tables 
and text, couched in simple business terms (not 
available elsewhere) to provide easy reading and 
save time for our readers. 


And there are many more changes ahead as we 
move with great speed along the uncharted paths 
of a miracle age, an age in which the possibilities 
)f expansion for the United States can be enormous. 


Fifty years ago our population was one-half of 
the nearly 170 million people who now inhabit the 
United States. London, and not New York, was the 
financial center of the world. Great Britain, and not 
the United States, was the foremost world power. 


It took two Great Wars, many smaller conflicts, 
a fateful revolution on the Eurasian land mass and 

constant state of war to bring our country to 
the forefront as the primary bulwark of the West, 
vith the responsibilities that comes of such leader- 
hip and our interests all over the world. Our for- 
‘ign articles have been interpreting changes in terms 
f our involvement—financially and economically. 


Events in the Middle East in recent months, 
where our country has tremendous interests, have 
demonstrated anew the sensitivity of our society to 
foreign developments. Thus, in our own country 
there may be a dearth of steel for highway-building 
if this basic material should be diverted to the con- 
struction of oil tankers. 


Almost as revolutionary as affairs abroad, has 
been the change in our affairs at home. And for that 
reason we have called attention to the economic 
influences of labor-union demands, for the trade 
unions, with their 15 million members, have become 
such a mighty force in our society that our Govern- 
ment is today dedicated to full employment, to pro- 
vide for all people in their old age and to remunera- 
tion of the jobless. 


A Welfare State philosophy, with its vital impact 
on business and our society, has, in substantial 
measure, supplanted the rugged individualism of 
the turn of the century. Indeed, business has come 
to accept the responsibility for the Guaranteed 
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Annual Wage principle. And in the interim between 
1907 and today, the Government has become Ameri- 
ca’s biggest business and important customer — for 
good or ill—and higher taxes. 


Because of this our interpretative fortnightly 
Washington Report was designed to keep you aware 
of legislation in the making, political policies and 
their economic impact on business and investment. 


Our new BUSINESS ANALYST and TREND 
FORECASTER, which presents valuable projections 
of importance to investor and businessman alike, has 
proven very popular with subscribers and will be 
continued and augmented in order to give you the 
desired information. 


The industrial field will be most thoroughly cov- 
ered, to note changes in trend, and the earnings pic- 
ture of the individual companies carefully watched. 


Our industrial investment studies, and in fact all 
of our features, are the work of specialists possess- 
ing intimate and authoritative knowledge of the situ- 
ations, As you know, in the currently vital fields such 
as oil and national defense, where the picture is sub- 
ject to swift change, we have foreseen developments 
considerably in advance of the news. 


We will continue to expand our INQUIRY DE- 
PARTMENT, our investment-service privileges 
which are available to subscribers seeking specific 
advice on their security holdings. 


Indeed, we have not departed one iota from our 
original purpose: To inform our subscribers authori- 
tatively and realistically—and to enable our readers 
to make the most of investment and business oppor- 
tunities wherever and whenever they occur. Our 
prime interest, as always, is to aid you in the safe- 
guarding of your capital and income, as well as in 
its upbuilding. 


As we embark on the second half-century of our 
service, we rededicate ourselves to the financial wel- 
fare of our readers. We shall strive to be of the 
most practical usefulness in fostering your invest- 
ment progress by uncovering the investment situa- 
tions that are likely to contribute most to your in- 
come and profit—to your financial independence. 
We have crossed the threshold into a new era of 
scientific exploration and discovery which may well 
confirm the affirmation that life begins at 50. 


C. G. WYCKOFF 
Editor-Publisher 








* T 
e Irust lou Have Flaced in Us ™ 
“The telephone business is built on the idea of 
Service.... And the principles that guide our work 
affect the lives of many people. We are printing them here because 
they seem important to everyone who uses the te ephone. everyone 
who works for the business, and everyone who has invested in it.” 
FREDERICK R. KAPPEL, President 
American Telephone and Telegraph Company 
We in the telephone business are servants of the public. The services we 
perform are necessary to the people of the United States. They are necessary to the 
building of our nation and to our national security. Clearly, we occupy a position ae 
: 
of great public trust. ers 
non 
We are also trustees for the savings of every individual who has put money in ut 
; neve 
the business. It is our responsibility that the business shall prosper. dust 
A: 
We think it all-important therefore that we furnish the best telephone service — 
it is in our power to provide—a service high in value and steadily improving—at a all \ 
, : , busi: 
cost to the user that will always be as low as possible and at the same time keep the be a 
business in good financial health. = 
sas . P sO Mace tate high 
he success of the business depends on the people in it. ‘To serve well and since 
prosper, Bell Telephone Companies must attract and keep capable employees. at's 
They must be well paid and have opportunity to advance in accordance with ability. goin 
: . F¢ 
And we must continually develop first-rate leaders for the future. they 
for | 
Finally, it seems to us that it is always our duty to act for the long run. Sound = 
' oe a hu 
financing, good earnings, reasonable and regular dividends—these are all long-term ansv 
. . . . ~ ~ . . . f ’ 
projects. So is our continual research to find better means for giving better service. wt 
doll: 
So is the building of the human organization and character on which good service 
—_ = ' ‘ ‘ , THE 
depends. So is the training of leaders. In all our undertakings, the long view is essential. eral 
m cial 
l'his is the way we understand the trust you have placed in us. It is a trust that boost 
. , i pers 
deserves, and will continue to receive, the most painstaking care we can give it. dred: 
boost 
=m allow 
Workin tocether to bring people together ON 3 aaa 
BELL TELEPHONE SYSTEM <=, | 
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The Trend of Events 


BEHIND THE HOOPLA... The start of a year always 

rings a freshet of enthusiasm from corporate quar- 
ers assaying the outlook for the upcoming twelve- 
nonth. This is a happy American tradition. With- 
ut the enthusiasm it typifies this country could 
never have achieved its present-day high-level in- 
dustrial activity. 

As for the investor and the business man, who 
read, rather than make, forecasts, there is much 
more to be learned from the actual figures. It is 
all very well to glow over the prospect of record 
business volume, but it is even more comforting to 
be assured about net income. And the year ahead 
will not be free of problems. 

It could not be otherwise in an economy that is 
highly competitive on nearly all fronts, especially 
since some 5 million wage-earners must be granted 
wage increases this year under prevailing contracts. 
Of course, transport and materials costs also are 
going to rise. 

For many companies, this can only mean that 
they will have to move fast just to stand still. And 
for many others, it will spell profitless prosperity. 

We are reminded of the business man, always in 
a hurry, who was asked, “How are things?” His 
answer: “I’m so busy that I 


are, in some instances, paying a better return than 
some savings banks, especially where the 3° rate 
is compounded quarterly. Not a few savings banks 
compound interest semi-annually. 

Effective January 1, New York City’s largest 
savings and loan association hiked its interest rate 
to 3.25°. Others surely will follow suit. Of course, 
even higher interest rates are being paid by Sav- 
ings and loan institutions, especially in the Far West. 
They even advertise nationally in an effort to cadge 
deposits from other parts of the country. 

Higher bank interest rates point up the strenu- 
ous competition for the lender’s dollar. Amid this 
competition, prices of bonds (corporate and gov- 
ernmental) have slumped, with consequent rise in 
yields. The bond market will face increased com- 
petition, notably from the mortgage market. 

Assuming a continuance of the high-level econ- 
omy through 1957, the rate on savings may well go 
even higher. Incidentally, this raises the question 
of the United States Series E Savings Bonds, which 
provide a 3% return only if held until maturity. 

In any event, the vying for the lender’s dollar 
appears certain to wax before it wanes. 


COST OF LIVING... Creeping 
cost inflation now is gnawing 





lon’t have time to borrow a 
dollar to get a haircut.” 


THE SAVERS’ DOLLAR... Sev- 
eral weeks ago the commer- 
cial banks were permitted to 
boost the interest rate on 
personal savings to 3°. Hun- 
dreds of banks have already 
boosted the rate to the limit miss it! 

allowed by law. Indeed, they a 





We call the attention of the reader to 
our newly-devised Trend Forecaster, 
which appears as a regular feature of 
the Business Analyst. This new depart- 
ment presents a valuable market analysis 
of importance to investors and business 
men. To keep abreast of the forces that 
may shape tomorrow’s markets, don’t 





at household budgets just as it 
has at corporate accounts. Liv- 
ing costs are at all-time high. 
Unionized employes may com- 
pliment themselves on their 
lead in the costs race, but there 
will be fewer causes for glee 
| where products they turn out 
| are priced out of markets and 
| men priced out of jobs. 
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As 9 Seo Jt! 


MEN AND EVENTS LIKELY TO SHAPE 1957 


It is clear that this coming year will be a decisive 
one. Our position — our economy will in a large meas- 
ure depend on how well we solve our problems in our 
struggle with Russia in the Middle East. At the 
moment the dangerous drift of affairs at Suez threat- 
ens a complete impasse that will call for the greatest 
wisdom if we are to prevent a ruinous “cold war,” 
which would involve us heavily financially. 

Moreover, for a solution of this situation, the world 
will look to the United States — and to President 










Eisenhower — who asserted his leadership by demon- 
strating his goodwill toward all nations by seeking 
world peace through the United Nations in challeng- 
ing the British-French-Israel attempt to act inde- 
pendently ... by his efforts to save the Western econ- 


omies...and thus stimulate greater realism in Arab 
thinking. In fact, his prestige never has been higher, 
both at home and abroad. But this prestige is a two- 
edged sword—for the world will place on his shoulders 
the responsibility for making the right kind of deci- 
sions in this highly strategic area. 

Among his advisers, we can expect Vice-President 
Richard M. Nixon to play an increasingly important 
role. For he will be used in the same way Colonel 
House served Woodrow Wilson in the world chancel- 
lories. And, as Vice-President, he will be depended 
on to win support for the President’s program in the 
United States Senate. 
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And we can expect Sam Rayburn, Speaker of the 
House, to be a leading figure who will help shape 
world forces through his tremendous influence in the 
Democratic party. ““Mr. Sam” has shown himself to 
be a very far-sighted and patriotic citizen, believing 
that what is best for the country is best for the Dem- 
ocratic party. This was clearly demonstrated when 
he turned down Democratic National Committee 
Chairman Butler’s suggestion for appointing “‘politi- 
cal commissars”’ as a means for promoting the inter- 
ests of the Democratic party vs. the Republicans. We, 
therefore, expect that Mr. Rayburn’s prestige and 
power will increase in 1957. 

These, then, are the men who will play major roles 
in deciding the destiny, not only of their own people 
but that of the world at large. 

And we can expect mounting tensions between the 





President Eisenhower is 
shown here ina picture he 
personally selected from 
numerous press photo- 
graphs for use in the 1956 
election campaign. In the 
center is Vice-President 
Richard M. Nixon, who 
has assumed a larger role 
in domestic and foreign 
affairs than any prede- 
cessor. At the right is Sam 
Rayburn, who has served 
as Speaker of the House 
longer than any other 
man. 


United States and the Soviet Union, as the Musco- 
vites attempt to hold and increase the gains they have 
made in their century-old struggle to settle them- 
selves firmly as the dominant power in the Middle 
East. 

The Bear has been deeply wounded as a result of 
the major set-backs sustained by Communist prestige 
in the rape of Hungary—over potential revolt among 
the satellites—and in Russia too—and may be more 
dangerous because of that. 

While Russians can comfort themselves with the 
knowledge that Anglo-French power at that Cross- 
roads of the World has been sharply reduced, they 
are now confronted with a United States whose 
prestige in the Moslem world never was so high. 

Russian strategy is not as single-minded as it was 
during the time of Stalin, and we believe Vyacheslav 
M. Molotev, although he holds no titular power, will 
WALL STREET 
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be a mighty force to reckon with both inside and out- 
side the Soviet Union. Stalin may be dead, but his 
long-time henchman and political heir is playing a 





— to Russia — and without incurring a major war, 
which Russia could not possibly win if only for the 
reason that she cannot supply her armies or her civil- 











DICT } major role in keeping alive the Stalinist philosophy. ians with the food necessary to carry it on for any 
} Molotov (which translates to “The Hammer”) is length of time—and because of certain satellite 
| durable and has one of the keenest minds inthe world defections. 

today—and should not be underrated. 

Also destined to play a vital role in 1957—is Nikita And Now — the United Nations 
S. Khrushchev, the Boss of the Soviet Communist 
Party. He is supported by Georgi M. Malenkov and A figure who can grow in importance in the year 
Marshall Georgi K. Zhukov. In the tug of ideas be- ahead is Dag Hammarskjold, Secretary General of 
tween the two camps we would judge from the mass__ the United Nations, who has the opportunity to show 

f the laughter of the Hungarians, that the Khrushchev whether he is able to restore peace to the Middle East 

shape arty is weaker than the one headed by Molotov. in the wake of the fighting between Anglo-French- 

in the But both sides are determined to win the Middle Israeli forces in Egypt. The lt nited Nations will stand 
elf to tast—to transfer control of the vast oil wealth — _ or fall on his capacity to bring a durable peace in 

eving about 75% of the proven reserves of the free world) the year 1957. 

Dem- 

when 

nittee 

politi- 

inter- lanking the wily late overlord of the 

. We, | communist World at left is Vyaches- 

and av M. Molotov, one of the few re- 

naining Old Bolsheviks who has sur- 
roles jived every one of the many pitiless 
eople ourges that have been a recurrent 
feature of Soviet society. At the right 

n the Nikita S. Khrushchev, who now 

holds the post of Communist party 
2cretary, a post that catapulted 
; talin to the top rung of the Soviet 

ver '8 | ladder. Below is Dag Hammarskjold, 

ure he Secretary General of the United Na- 

| from ions, now striving to bring peace to 

photo- the Middle East. The Soviets will balk 

21956 | his every effort, for peace in that area 

Inthe | would represent a setback to their ef- 

sident | forts to gain control of that strategic 

, who | and oil-rich region. 

2r role 

oreign 

orede- 

is Sam 

served 

House 

other 

usCO- While it is difficult to imagine the backward Middle East as being 

have crucial to world peace, it must be remembered that however remote 

hem- that area seems to Americans, the Arab lands stand at the nexus of 

iddle three continents—virtually the Crossroads of the World, For all their 
: obvious poverty, they do dispose the potential wealth that could be 

lt of decisive in the Great Power struggle. 

stige In its efforts to secure a working agreement on the Suez Canal issue, 

nong a peace between Arabs and Israelis, and to restore the sovereignty of 

more Hungary, the United Nations will find itself running head-on into the 
shrewd machinations of the men in the Kremlin, schooled in the Stalin- 

1 the ist methods. It is noteworthy that Molotov never has taken part in the 
ross- wholesale posthumous denunciations of Stalin and, moreover, Khrush- 
they chev and the other new leaders have soft-pedaled their condemnation 
hose of their one-time mentor and master. The tactics of the Kremlin may 
gh. change, but the strategy never. Stalin may be dead, but Stalinism 
was remains a mighty force with which free men must still reckon. 

eslav . 

will 
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Realities of 1957 


Security Markets 


It seems unlikely that the market averages will better their 1956 tops in 1957, and prob- 
able that the 1956 range will be extended on the downside. However, basis for a real 
“bust” is absent. Readers who have followed our advices have heretofore pared specula- 
tive positions and bolstered reserves. They are in a comfortable position to await 
development of selective buying opportunities created by sell-offs or market cross-current. 


By A. T. MILLER 


As is so in most years, some stocks fared 
well in 1956, some poorly, some indifferently. But 
on balance, as reflected in behavior of the daily 
averages and of our broader weekly indexes, it was 
a year of reduced profit-making opportunity, as 
compared with 1955 or 1954. That is, of course, the 
normal rule—the rule of diminishing percentage 
appreciation—as a bull market gets older and older 
at higher and higher levels. 

It was a “tired” bull market before it had gone 
very far into 1956 —a market debilitated by large 
prior advance, limited in upside potential by ade- 
quate valuations of most stocks and over-valuation 
of many, and handicapped by the formidable com- 
bination of (1) progressive tightening in money 


rates to the highest levels in about a quarter of a 
century; (2) suspension of the strong 1955 uptrend 
in total corporate earnings; and (3) a slackened 
rate of gain in aggregate dividend payments. 

Prior to recording double tops at about the 521 
level last August and last April, the Dow industrial 
average had for some months been laboring upward 
at a slowing pace. It reached a high at the 1955 close 
unimportantly above the position held some three 
months earlier just prior to the break precipitated 
by news of President Eisenhower’s heart impair- 
ment; and last year’s extension of its 1955 high was 
less than 7%. From 1956 low to high, the range of 
the average was less than 13%, compared with 
nearly 26% in 1955 and with more than 42% in 
1954. Its sell-off from the August high 
—which was a nominal fraction below 





“THE MARKET IS A TUG-OF-WAR 


PRODUCES THE FLUCTUATIONS” THE MAGAZINE OF WALL STREET 1909 


“SUPPLY OF STOCKS 
As Indicated by Transactions 
at Declining Prices 


As Indicated by Transactions 
at Rising Prices 
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AND SPECULATIVE DEMAND 
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the May top—to the late-November re- 
action low of 466.10 was a little over 
10%. For our broad weekly index of 
200 stocks, the 1956 range from low to 
high was little over 12° or nearly a 
third narrower than its 1955 range. 


Rail Top Clearly Defined 


The Dow rail average recorded a top 
of 181.23 last May, and its subsequent 
pattern has provided all the technical 
evidence needed for definition of a 
bearish trend. Its best recovery last sum- 
mer was to 171.37. The sell-offs since 
last spring have taken it to successively 
lower bottoms, for a maximum decline 
of about 17% from the May top. 

Although seasonal tendencies in stock 
prices normally are upward around the 
year-end, the best December levels for 
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260 both averages—and also for utilities— 

merely left them within the recent trad- 

M.W.S. 1 OCKS = 250 ing ranges and, of course, well under 

+. SCALE AT RIGHT> their earlier tops. Under any conditions, 

é 240 the chart patterns of 1956, and especi- 

4 eee ally of the last five months, would raise 

"NY? - ate al | 230 a question about the continuity of the 

| bull market, following a maximum rise 

220 by the industrial average of about 105% 

10 since September, 1953, and of some 

peo aahty- 224°0 since mid-1949. As it is, we have 
toniumeiniamenamaes “ tie = vammmemrnamscn) »()) more than technical evidence to go on. 
pi. ‘eae pty ae Nov. DEC. We have (1) tight money and the 


threat that it will get still tighter before 
there is any turn to stability or easing; 
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while it has to be reason- 
ibly flexible, is surely 
preferable to floundering. 
Put briefly and to be amp! fied in some respects later 
along in this discussion, here is what we look for 
in 1957: 

(1) A well-maintained level of business activity 
through most of the year, with average full-year 
gains of 2% to 3% in industrial production; 3% 
to 4% in national income and 4% to 5% in gross 
national product, with income and GNP reflecting 
some further price rise of lesser scope than in 1956; 
(2) increases around 3% to 4% in disposable per- 
sonal income and consumer spending; (3) a moder- 
ate over-all increase in business spending for con- 
struction, equipment and inventory; (4) a sizable 
rise, perhaps in the vicinity of 7%, in total gov- 
ernmental spending; and (5) higher interest rates 
than in 1956, perhaps averaging close to the present 
level. 

Profits are harder to figure. Industrial labor’s 
productivity should be up more, and wage rates up 
less, than in 1956, On the other hand, competition 
will be even keener. Allowing for probable gains in 
a number of industries—including automobiles, steel, 
machinery, aircraft and other defense fields, and 
utilities—we now incline to a projection of aggregate 
earnings some 3% to 5% above 1956’s estimated 
$21.7 billion. That would leave them under the peak 
$23 billion annual rate reached in the 1955 fourth 
quarter. If correct, this suggests that total 1957 
dividend payments should exceed 1956’s by 5% 
or 6%. 
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the 
Dow stocks, earnings and dividends on the industrial 


Taking into account the industry coverage of 


average should increase about in line with the 
aggregates projected. That would leave earnings 
around 3% below 1955’s $35.78 a share (as applied 
to the average), compared with about $33 estimated 
for 1956. With the 1956 dividend boosts now behind 
and smaller than 1955’s, the dividend rate on the 
average is $19.85 at this writing. Applying a 5% 
1957 gain to this, rather than to average 1956 pay- 
ments, seems optimistic enough; and it puts the 
potential rate at about $20.85. 


What About the Market? 

Using the latter figure, the average is on a yield 
basis of about 4.22% ; and the level is about 14.3 
times projected earnings. On both counts, the aver- 
age far above any bargain-counter basis, even 
though less extremely advanced than in some past 
instances. However, we are speaking of projected 
dividends, and without reference to some likely 
further rise in bond yields at least within the fore- 
part of 1957. Taking another look, one must note 
that on a current dividend rate of $19.85, the yield 
at this time is only 4.02%. That exceeds average 
return on seasoned high-grade industrial bonds by 
barely more than 5% and average yield of tax- 
exempt municipal bonds by only some 17%. More- 
over, it is below yields available on many new offer- 
ings of taxable and non-taxable bonds. 

We conclude that the averages probably have put 
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their tops behind for the cycle of rise begun in 
September, 1953; and that the lows of the irregular 
downtrends from the 1956 highs probably have yet 
to be established. In the yield factors cited hereto- 
fore, and in the absence of any prospect of more 
than small gains, at best, in business volume, profits 
and dividends, we envision a ceiling on the market 
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not much above the present level.-On the other hand, 
it takes fear of, or evidence of, recession in over-all] 
business activity and profits to knock the market 
“out of bed.” The year-to-year comparison for indus- 


trial production seems bound to be favorable for | 
the first half; and absence of last year’s July steel | 


strike should tip the scale heavily toward year-to- 
year gain in the third quarter. That seems to leave 
the fourth quarter the question mark. 


Moderate Range Likely 


Allowing for limitations on the upside and re- 
current periods of discouraged or precautionary 
selling, we envision a 1957 range for the industrial 
average of something like 510-430, which would 
compare with roughly 521-462 for 1956; and which 
would mean a little over 15% from top to bottom. 
It also would mean a yield basis, around the low, 
of about 5% on projected dividends. We do not see 
anything unduly scary about this, with a 10% de- 
cline heretofore experienced; and with our tentative 
projection leaving about three-quarters of the huge 
post-1949 rise in stock prices intact. 

This view could, of course, err in two ways. If 
1957 business activity and profits prove to be con- 
siderably poorer than we now have reason to think, 
the suggested 510-430 range would be too high on 
both ends and especially the bottom. Should it be 
considerably better than present indications suggest, 
the range cited would be too low, conceivably by 
20 or 25 points (no huge percentage) on both ends. 
Assuming our economic-financial projections prove 
about right, we regard allowance for a range of 
510-430 as reasonably conservative, and adequately 
cautious at this stage. 


Rails and Utilities 


Rail stocks are less directly sensitive to money 
rates than utilities or investment-grade industrials, 
but more sensitive to changes in business volume 
and general market sentiment. They do not get much 
support from institutional funds or like-minded in- 
dividual investors. The business projections hereto- 
fore made, plus allowance for higher freight rates, 
suggest 1957 earnings not much changed from 
1956’s, with the year-to-year comparisons probably 
mildly favorable through the third quarter. Rails 
have been “out of vogue” for a long time, as com- 
pared with industrials; and this is not the kind of 
market in which we would expect them to regain 
popularity in significant degree. For the rail aver- 
age, a 1957 range of roughly 170-140, compared with 
181-150 in 1956, seems a reasonable expectation. 

Utility stocks are hampered by tight money, but 
aided by assurance of appreciable gains in 1957 
earnings and dividends; and by more _ solidly- 
founded promise of long-term gains than applies to 
most industrials. Unlike some sections of the indus- 
trial list, the stocks were not over-exploited at their 
1956 highs. The yield basis is fairly conservative, 
with average current return on electric utilities close 
to 5%. This still exceeds utility bond yield by nearly 
30%, even though the spread has narrowed. Of the 
15 issues in the Dow utility average, four are 
natural-gas stocks with good growth trends; while 
nine of the 11 electric power issues are on the 
“stodgy” side. Assuming stabilization of bond yields 
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by mid-year, and allowing for possibility of mild 
easing before the year end, the utility average con- 
ceivably could get back to or a little above its 1956 
top. Meanwhile, additional vulnerability seems mod- 
erate. Our present thinking allows for a 1957 range 
of roughly 73-62, compared with 1956’s 71-63. 


Money Market Outlook 


Loan volume of banks now will fall seasonally 
for a while, but the Federal Reserve will no doubt 
mop up the resultant excess bank reserves by selling 
Treasury bills, after buying more than $1 billion of 
them in the late 1956 months to aid the banks in 
meeting seasonal credit needs without too great a 
rise in interest rates. However, the capital market 
will have to absorb a heavy total of corporate, state 
and municipal bond offerings; and there is the 
period of tax-payment pressure not far ahead. An- 
ther early boost in the Federal Reserve rediscount 
rate, from 3% to 314%, would not be surprising. 
Thus, some additional disorganization of the bond 
market must be allowed for between now and spring. 
But the adjustment has gone a long way—probably 
the greater part of the way—toward termination, 
within the limits of prudent Federal Reserve policy. 

Aside from the specifics of interest rates, the 
Federal Reserve must reckon on the cumulative 
psychological effects of continuing tight money and 
repeated boosts in rediscount rates. Braking infla- 
tion is one thing. Inducing a recession is another. 
At some point in the tight-money cycle, enough is 
enough. Perhaps moderate additional bond-market 
erosion in the early 1957 months will be enough, 
with demand for money and the supply thereof in 
better balance thereafter. However, Reserve policy 
will bear watching. If we thought that money rates 
would continue to trend up at the fast 1956 pace, 
we would be considerably more worried about late- 
1957 business prospects and about the possible 1957 
bottom level of the stock market. 

Regarding foreign affairs, there may be some 
fresh disturbances in 1957 —just on the basis of 
normal Communist trouble making and Middle East 
frictions. We do not look for any firm Middle East 


settlement in 1957. Our guess—and we emphasize 
plenty of margin for error—is that in 1957, on aver- 
age, the Middle East will be a lesser source of 
investment-disturbing news than it was in the late 
1956 months. There could be convulsive changes 
ahead, maybe soon, in Russia and her sphere. We 
do not dare hope that the Russian “empire” will 
crack up in 1957; but we are sure that Russian 
prestige and political power in the world have 
passed the crest. Some say there may be danger 
for the West in Communist aggressive adventures 
dictated by desperation. It could be. Our guess is 
that the Kremlin leaders, facing plenty of troubles, 
will not be crazy enough to risk moves which might 
touch off World War III. Meanwhile, the world situ- 
ation will force a material increase in U. S. defense 
spending. If Communism’s cold-war or hot-war 
threat to the free world evaporates either over a 
period of years or in some unforeseeable spasm, 
that would permit an orderly reduction of defense 
spending and of taxes; and, in ultimate implications, 
it would be the most bullish thing we could imagine, 
regardless of interim effect on market sentiment. 


A Look at Foreign Affairs 


Regarding the 1957 business projections hereto- 
fore made, there is nothing “iffy” about increased 
Government spending; and we do not see much 
chance for error in allowing for a moderate further 
rise in total consumer income and spending. There 
is less assurance in forecasts of business spending, 
but reliable Federal and private surveys of mana- 
gerial intentions, as of late 1956, suggest that 1957 
plant-equipment outlays should be up by perhaps 
7% to 10°. That does not seem fanciful when you 
allow for higher prices, for the heavy 1956 year-end 
carryover of unfilled orders for capital goods, and 
for the firm expansion-improvement programs of 
many large companies in the utility, steel and other 
key industries. At present, we doubt that business 
spending for inventory in 1957 will differ much, 
either way, from that in 1956. — Monday, Decem- 
ber 31. 

















1. There have been only rare instances in our lifetime when a “‘sell- 
everything” policy would have been justified, with 1929 the out- 
standing case. Despite the exceptions that stand out on hindsight, 
the margin for error in timing is so great that far more money has 
been made by long-pull retention of good stocks than by in- 
and-out moves. 


2. But where unusually large profits exist it would certainly be 
practical in many cases, and add to one’s peace of mind, io sell 
enough to write off at least some of the original cost — leaving 
you in a risk-free position. 


3. In this kind of a profit-taking write-down or write-off of origi- 
nal costs, net profit taken should be employed mainly in short- 
term bonds or savings deposits, pending probable further ad- 
justment that will make common-stock prices more attractive 
generally. You will defeat the object of a profit-taking write-off 





| 
Sound Advice for Investors in Today's Markets | 
| 


The advice given below is in large measure reprinted from our Jan. 7, 1956 
issue in which Mr. Miller made some observations on the basic attitudes 
that investors should adopt in facing up to their investment problems. The 
advice given to readers then holds just as good today and is worth taking. 


operation if you put realized profits into speculative common 
stocks at this stage. 


4. It is foolish to let reluctance to pay the capital gains tax freeze 
you in stocks which are too high and should be sold. It should 
be considered an expense of investment, like the corporate tax 
is a business expense. 


5. If you want to have a reasonably good chance for satisfactory 
investment results, a primary requirement is to think less about 
“the market” and more about opportunities in individual stocks. 
There are still not a few of these. 


6. If you hold stocks that have not performed well in the full mar- 
ket and which seem to have little likelihood of so doing within a 
reasonable period, you can make substitutions, provided you 
“upgrade” your purchases and do not try to make up for past 
losses by buying even more risky issues. 
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Part I 


a industry faces a new year with inflation- 
ary forces becoming more firmly established than 
ever as a dominant pattern. The familiar circle of 
recurrent wage increases and price increases is being 
repeated from year to year and seems destined to 
continue as far ahead as can be discerned. This phe- 
nomenon gives rise to aggressive expansion on the 
part of ambitious managements endeavoring to gain 
a march on their competitors, and the resulting pres- 
sures present serious handicaps for less competent 
small concerns. The obvious result is a well defined 
trend toward bigness in business. 

In spite of international disturbances which tend 
to obscure the outlook for the comparatively near 
term, all indications point to prolongation of the 
basic economic trend evident in recent months. 
“mployment and national] income seem headed for 
higher levels this year. Any shortages that may be 
encountered are likely to develop in labor and in 
strategic raw materials rather than in consumer 
goods. Competition is destined to become keener 
than ever as the more efficient manufacturers and 
distributors endeavor to capture a larger share of 
all available markets. 

Shrinking Profit Margins 

As a result, it may be assumed that profit margins 
in industries where surpluses develop will continue 
a downtrend that has become increasingly evident 
in the last year. The threat of leaner margins in the 


430 
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face of expanding sales volume is a disturbing de- 
velopment from the viewpoint of investors. It sug- 
gests that many companies may have difficulty in 
bringing down to net profit a satisfactory return 
when a recession develops and gross income declines. 
Operating costs under long-term union contracts are 
becoming so rigid that managements may retrench 
with extreme difficulty. 

Most economists in studying prospects for the 
coming year lean to the view that consumer demand 
for manufactured goods, including such significant 
items as motor cars, home furnishings and apparel, 
will be well maintained. Hence, persistence of the 
uptrend may be anticipated. Gross national product 
should advance 5% to 7% from an estimated $410- 
$412 billion for 1956. Government expenditures 
promise to gain momentum in reflecting increased 
emphasis on military preparations. Industrial ex- 
pansion seems destined to keen climbing—in dollar 
volume, at least—and public works projects seem 
certain to reach a new high record. 

Progress is certain to prove more selective this 
year than in 1956, however, and, as previously in- 
dicated, results from the standpoint of stockholders 
may be considerably less satisfactory. To illustrate 
the variables that can be envisioned, one may cite 
the possibility of a concerted effort in Washington 
to reach an international accord on disarmament 
plans. Such a development could spark selling in 
aircraft shares. Again, one may point out that sev- 
eral manufacturers have withdrawn from the tele- 
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vision manufacturing industry, thereby lessening 
competition and holding out hope for a more satis- 
factory performance for those companies remaining 
in the field. It may be surmised also that extensive 
readjustments that have taken place in textiles, in 
agricultural equipments and in the distilling indus- 
try—to mention a few examples—could lead to better 
operating results in 1957. 

A better idea of prospects for individual compa- 
nies in several categories may be had from a perusal 
of brief observations of a selected group of indus- 
tries presented below and in a similar review in the 
next issue of THE MAGAZINE OF WALL STREET: 

AUTOMOBILES — In taking a peek into the 
crystal ball, it may be well to start with a roundup 
of prospects for the automotive industry, since it is 
one of the dominant segments of the American econ- 
omy. Ordinarily, the pace set by motor-car manufac- 
turers goes far toward determining the country’s 
industrial trend. The fact that business surged ahead 
last year to an all-time peak in face of a slump in 
automobile output was unusual. 

Economists, as well as industry observers, anti- 
cipate a moderate recovery in the demand for motor 
cars this year. Optimistic projections by Detroit 
executives usually can be discounted, for they tradi- 
tionally are exceptionally enthusiastic. A realistic 
appraisal of the outlook suggests that an improve- 
ment of from 10% to 15% in output would consti- 
tute a conservative forecast. Reasons may be sum- 
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marized briefly in this fashion. Production was 
sharply curtailed on 1956 cars in the third quarter 
and the carryover of old models into the 1957 year 
was much smaller than a year earlier. In the second 
place, almost every important make has been thor- 
oughly overhauled and redesigned. Many novel fea- 
tures have been added. Again, motorists who paid 
off instalments on 1954 and 1955 cars likely will be 
in the market in larger numbers this vear. 

Pessimists argue that the big sales year in 1955 
flooded the market to such an extent that replace- 
ment needs will be less than usual for another year. 
Yet it is apparent that more ard more families are 
moving into suburban areas where two cars often 
are essential for transporta‘ion. Housewives are so 
far from stores and amusement areas that they in- 
sist upon having an automobile for their use while 
their husband drives to business or to the nearest 
railroad station to catch his commuter train. This 
gradual increase in the number of two-car families 
points to a significant new market. 

Assuming that demand is sufficient to warrant 
prospect for a moderate ri-e in output and that 
neither higher prices on new models nor increased 
financing costs serve as a noticeable restraint on 
buyers, it would seem reasonable to count on better 
results for major companies such as General Motors, 
Ford and Chrysler in 1957. 

Viewing the situation realistically, however, it 
must be admitted that the outlook for earnings im- 
provement is less reassuring than that for sales. 
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Several factors should be studied in connection with 
consideration of profits. First, competition has be- 
come even keener this year than in 1956, which felt 
the effect of a battle for business when sales began 
to drop below the 1955 rate. Prices have been raised 
to reflect, in part, increased labor and materials 
costs, but retooling of 1957 models has reached enor- 
mous proportions in some instances and it seems 
questionable whether price increases have been ade- 
quate to compensate for these unusual expenditures. 
Moreover, new plants have been added by principal 
makers at great expense. A shortage of skilled man- 
power tends to raise production costs. 

Concessions have had to be made to dealers in 
delivery costs and in sales allowances. Advertising 
expenditures have continued to mount. All in all, it 
is questionable whether leading manufacturers can 
improve upon profit margins of 1955 to any signifi- 
cant extent. Hence unless volume shows indica- 
tions of expanding in line with forecasts, at least 
by March or April, it may be necessary to adopt a 
cautious attitude toward this group. 


TIRES AND RUBBER-—A promising outlook 
for replacement-tire sales in 1957 provides a cheer- 
ful environment for the industry that supplies 
motor-car makers with original-equipment tires. 
Indications point to more satisfactory results in 
1957 than last year. Although shipments of original- 
equipment tires fell more than 30° for the year, 
compared with 1955, rubber companies enjoyed a 
reasonably satisfactory year. Replacement business 
climbed in the order of 5% from 1955, but produc- 
tion costs were held within reasonable limits. There 
was little evidence of severe price-cutting. 

In view of the fact that motor cars require a set 
of new tires, on the average, about every two years, 
the impact of the record sales of 1955 passenger cars 
likely will be felt by the industry this year. Demand 
for replacement tires may be expected to receive a 
significant impetus. Sales may approach 115 million 
casings, compared with an estimate total of 102 mil- 
lion for 1956. 

Profit prospects are more reassuring than a year 
ago, since manufacturers are counting on an increase 
in sales of all types of tires, including equipment for 
trucks and tractors, whereas at this time 12 months 
ago it seemed likely that replacement business might 
sag slightly and the outlook for truck tires was re- 
garded as questionable. Moreover, raw-material 
costs seem destined to remain quite satisfactory. 
Natural rubber quotations have held at a relatively 
low level—considering inflation in other commodities 
—and quotations on synthetic rubber have not 
climbed, as some had feared. Skilled labor has ad- 
vanced in line with wages in other industries, but 
operating economies have been introduced. 

Business in non-tire lines has continued to expand, 
especially in foam rubber and in chemical products 
moving into consumer goods. Shipments of mechani- 
cal rubber goods, footwear, etc., have tended to rise, 
and for most companies non-tire sales account for 
almost half of total shipments. Indications point to a 
satisfactory improvement in earnings of the major 
tire producers, especially if replacement business 
develops as expected and if no serious price-cutting 
develops at the retail level. 


RAILROADS — Fortunes of the transportation 
industry depend chiefly on the trend of general in- 
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dustry and farming. So long as industrial production 
holds at a relatively high level, freight traffic will 
keep the carriers busy. Prospects are fairly reassur- 
ing for 1957 so far as Eastern roads are concerned. 
Most Middle Western carriers and those serving the 
Southwest should fare well. The outlook for granger 
roads and for those serving the Northwest is not so 
clear. 

With benefit of a resurgence in traffic in the fourth 
quarter, the nation’s railroads had a good year in 
1956, in spite of adverse effects of a month-long steel 
strike. Indications are that net income of the Class I 
roads approximated $850 million for 1956, or 
slightly lower than the 1955 record of about $925 
million. Assuming that amicable adjustments of 
wage and freight-rate problems can be reached, 
earnings of the carriers in 1957 may range slightly 
above the total for the year just ended. 

Prospects for the year are fairly bright at the 
moment, despite absence of a final determination of 
the extent of freight-rate increases. Settlements of 
wage negotiations with operating brotherhoods had 
not been reached as this article was being prepared, 
but industry and union officials seemed hopeful that 
an accord could be reached without resort to strike 
threats and remedial action provided by legislation. 
Railroad executives also seemed optimistic as the 
year ended that regulatory authorities would ap- 
prove further rate increases that would compensate 
for increased labor costs. Managements have come 
to realize that economies that can be attained in 
installation of new equipment now are relatively 
small. Most carriers have adopted diesel motor power 
for long haul as well as for yard service. 

Operating costs are mounting. In addition to wage 
increases slated for operating personnel and pre- 
viously granted to non-operating unions, manage- 
ments must allocate increased funds for equipment. 
Higher steel costs point to still greater expenditures 
on rolling stock. Maintenance of terminals is costing 
more each year. At the same time, highways are 
being improved and extended at public expense to 
provide keener competition on the part of trucks and 
buses. Railroad operators have realized that even 
though higher rates may be granted, concessions 
must be made to shippers in some instances. 

As a move toward meeting truck competition, 
most roads have adopted one or more methods of 
“piggy-back” operations whereby trailers are hauled 
over rail lines instead of on highways. Encouraging 
progress has been made in attracting additional 
traffic. Passenger business is being stimulated by 
introduction of modern equipment along with re- 
duced excursion fares and other inducements. 

Although the problem of bringing down to net a 
reasonable proportion of gross revenues seems as 
difficult as ever, actually there have been indications 
recently that the railroad industry had begun to 
stabilize its competitive position. Losses of traffic 
to other agencies have been slackening. Casualties 
among truckers have been rising in recent months, 
indicating that the outlook for long-term progress 
may be more reassuring for the railroads. 


CONSTRUCTION — Mixed trends are certain to 
manifest themselves in the broad construction cate- 
gory, which embraces a wide variety of operations, 
from erecting mills and factories or office buildings 
to building homes or laying roads. When repairs and 
renovations are taken (Please turn to page 476) 
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SOLVING 
FOREIGN 
OIL DILEMMA 


By JOSEPH C. POTTER 


— What it Means to Domestic Oils — to Shipbuilding — Steels — 
World Economic Stability — and Cost to the United States 


In this age of supersonic aircraft and of com- 
munications that put Milwaukeeans in instant touch 
with Melbourne, it has become a hackneyed adage 
to say: “It’s a small world.” Still, the distances are 
vast if you are a Briton deprived of gasoline for 
your car, a European denied the comfort of a warm 
hearth because of the dearth of fuel oil or an im- 
porter trying frantically to meet the demand for 
industrial crude products. 

Those countries which do not have ample oil re- 
sources beneath their soil (and European lands 
don’t) are painfully aware that the seagoing tankers, 
hauling this precious product to them over long dis- 
tances, are not jet-propelled. It has been borne in 
upon them by the fighting in Egypt that the Suez 
Canal, that 100-mile-long ditch in the desert linking 
the Red Sea with the Mediterranean, controlled by 
an Arab dictator, can be a hardened artery. 


Arithmetic of Oil Distribution 
When Egypt’s Col. Gamal Abdel Nasser seized 


this lifeline of world commerce last July, the Free 
World had 41,603,000 deadweight tons of oil tankers 


434 


in the water. Ten years earlier, this total was 
23,235,000 deadweight tons. (By deadweight is 
meant the number of long tons of cargo plus fuel, 
water, stores, etc., that a tanker can lift.) 

Now, over the span of that decade, consumption 
of oil products in the Free World rose 100%. Since 
tankers came pretty close to keeping pace with the 
demand for the cargoes they haul, one might con- 
clude that this was a case of orderly hand-in-hand 
growth, upset only by Egyptian sabotage of the Suez 
Canal during the fighting with the British and 
French. But such arithmetic would be badly mis- 
leading. 

The truth is that there was a shortage of tankers 
even before Nasser seized the waterway. For over 
the course of the last 10 years, United States demand 
for oil products climbed a hefty 76%, but this was 
dwarfed by a whopping boost of 400% by Euro- 
peans. Moreover, in that decade Europe (and, al- 
though to a lesser degree, the United States) turned 
to the burgeoning Middle East for oil. 

It is a far longer haul from a Persian Gulf port 
to Liverpool or Hamburg than from a Gulf of Mexico 
port (or the Caribbean) to Europe. Now, of course, 
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with the canal blocked and tankers using the Cape 
of Good Hope route around the south of Africa, the 
shortage has developed into a panic. 


Taxing Capacity of Suez 


Ferdinand de Lesseps, the French entrepreneur 
who was the moving spirit behind the canal venture 
more than a century ago, could not have foreseen 
that oil one day would be the lifeblood of his fellow- 
Europeans, nor that his canal would be the main 
artery. 

In our own time, oil has become, by far, the most 
important commodity in world trade, accounting for 
nearly one-half of the world’s ocean-going cargoes 
(by bulk). And in no great time, this lifeblood of 
industrial economies will account for more than 50° 
of all commodities moving in international trade. 
Indeed, its growth has been so phenomenal that the 
capacity of the Suez Canal would have been sorely 
taxed during the next several years, even after al- 
lowing for widening and deepening of the waterway 
and assuming a serenity in 





Giantism in Tankers Could Limit 
Nasser’s Capacity for Mischief 

Oil tankers may not vie with the transatlantic luxury 
liners for majestic beauty, but they are catching up for 
size. An order placed by foreign interests with 
Bethlehem Steel calls for construction of the world’s 
largest tanker, 100,000 deadweight tons. Her length of 
940 feet will compare with the 1,031 feet of the Queen 
Elizabeth, largest of the passenger vessels afloat. 

This new sea giant will be able to carry more than 
825,000 barrels of oil, enough to fill the tanks of 
2,150,000 passenger automobiles. This single-voyage 
capacity would be enough to supply the people of 
Cincinnati with all its petroleum requirements for four 
weeks. One cargo from this tanker would fill a 29-mile- 
long train of tank cars. 

She will have a 26,000-mile cruising radius and be 
able to cruise easily at better than 17 knots. The average 
tanker now in use is capable of only 14 knots. 

The new tanker is slated for delivery sometime in 1960. 
Her draft of more than 47 feet (when loaded) will be 
too deep to use the Suez Canal, although a ship of that 
size could navigate that waterway in ballast. 











peans clamp on import restrictions. The impact 
could be measured in many other ways, such as the 
prospect of Americans paying more for oil products 
and losing out on hoped-for tax cuts as we move to 
shore up the wobbly economy of our allies. 


And We'll Need Dollars for Tankers 


From the foregoing, it is clear that Americans 
will pick up the tab for the mess in which the Free 
World finds itself. In fact, if the sole need were 
United States currency, our troubles would be over 
now. But the money is only a first, albeit necessary, 
step. The money will pay for the tankers and super- 
tankers that are needed right now to cope with the 
unparalleled boom in oil shipping. 

As with other types of merchant shipping, our 
country has lagged badly 
in the construction of oil 





European-Egyptian rela- 


tions. 
For residents of the 
United States and most 


other Americans on two 
continents, who take, as 
they would the water from 
their tap, the oil products 
that heat, power and lubri- 
cate the world in which 
they live, there is a growing 
awareness that an oil 
dearth in faraway Europe 
can strike very close to 
home. Thus, the United 
States will spend heavily to 
replace the Middle East oil 
flow to Europe, now a com- 
parative trickle, and to 
meet the threat to stability 
of British sterling. Dollar 
exports, aside from oil, are 
bound to slump as Euro- 


25,000. 





Fashions In Tankers 


At the close of World War Il, the average-size 
tanker was in the T-2 class, the kind that could lift 
15,300 tons of oil. In the post-war decade, about 
59% of the tankers built were in the 10,000-ton to 
18,000-ton class. Another 12.5% ranged from 18,000 
tons to 25,000 tons and the remaining 28.5% ranged 
upward of 25,000 tons. Between 1950 and 1956, 32% 
of the tanker fleet was in the 10,000 to 18,000-ton 
category. Another 35% ranged between 18,000 and 
25,000 tons, while the remaining 33% were over 


Today, only 3.3% of those building are in the 
10,000 to 18,000-ton class. Another 29% are in the 
18,000 to 25,000-ton group, 30% range upward 
from 25,000 tons and 37.7% are in the over-35,000- 
ton category. The jumbo trend, of course, will be 
accentuated by the 27 tankers approved in Decem- 
ber and the 31 approved in November by the Fed- 
eral Maritime Administration. 


tankers. The record is ap- 
palling when it is consid- 
ered that the United States 
leads all other nations in 
the movement of oil by sea. 
While we do have the 
world’s largest tanker fleet 
(Britain is a close sec- 
ond), no less than eight 
suuntries outdistance us in 
t:nker construction. As the 
curtain fell on 1956, the 
United States was account- 
ing for less than 3% of the 
Free World’s production of 
tanker tonnage. 

We entered 1956 with 
roughly 21% of the total 
tanker-carrying capacity. 
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The United Kingdom had 
17% and Norway a little 
more than 15%. Liberia, 
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Oil Tankers Under Construction Or On Order at Middle of December 


Owner 





Barracuda Tanker Co. (Union Oil Co. of Calif.) 


Foreign Interests 

Foreign Interests 

Somerset Shipping Co. 

Overseas Navigation Corp. 

Cities Service 

Niarchos Interests 

J. M. Carras, Inc. 

U. S. Government 

U. S. Government 

Eagle Carrier, Inc. 

Gulf Oil Corp. 

Texas Co. 

American Tramp Shipping & Development 
Paragon Oil Co. 

Metro Petroleum Shipping 

Esso Shipping Co. (Standard Oil Co. N. J.) 
Ocean Tanker Line, Ltd. of London 
U. S. Government 

Appawamis Co. 

U. S. Government 

Charles Kurz & Co. 
Swiss-controlled Panama concern 








Builder Deadweight Tons 
Newport News Shipbuilding & Dry Dock 3at 60,000 ea. 
Bethlehem Steel Corp. 2at 45,000 ea. 
Bethlehem Steel Corp. 100,000 
New York Shipbuilding Corp. 3at 45,000 ea. 
Bethlehem Steel Corp. 32,650 
Bethlehem Steel Corp. 32,650 
Bethlehem Steel Corp. Zat 32,650 ea. 
Bethlehem Steel Corp. 16,000 
Ingals Shipbuilding Corp. 25,000 
Ingals Shipbuilding Corp. 22,525 
Ingals Shipbuilding Corp. 2at 26,500 ea. 
Bethlehem Steel Corp. 4at 32,650 ea. 
Bethlehem Steel Corp. 2at 42,000 ea. 
New York Shipbuilding Corp. 35,000 
Bethlehem Steel Corp. 32,650 
Bethlehem Steel Corp. 32,650 
Newport News Shipbuilding & Dry Dock 4at 37,800 ea. 
Newport News Shipbuilding & Dry Dock 2at 41,000 ea. 
Sun Shipbuilding & Dry Dock 3at 25,000 ea. 
Bethlehem Steel Corp. 45,500 
Bethlehem Steel Corp. 2at 3,445 ea. 
Bethlehem Steel Corp. 2at 29,000 ea. 
Newport News Shipbuilding & Dry Dock 2at 51,000 ea. 
































with about 11%, and Panama, at 8%, followed. 
Liberia and Panama, of course, came by their tank- 
ers through the widespread American practice of 
placing ships under the registry of a foreign flag. 
Indeed, nearly one-half of the carrying capacity of 
United States-controlled tankers are under foreign 
registry. It was one-third as recently as the close 
of 1953. 


Out Of the Mothballs 


The Military Sea Transportation Service of Navy, 
which is entrusted with the chore of transporting 
oil for the military establishment, now has broken 
out the last of the tankers that were in the so-called 
mothball fleet. The MSTS had no other choice be- 
cause commercial tankers for the movement of mili- 
tary supplies simply were not available in the closing 
months of 1956. 

Earlier in the year, the Navy had 33 tankers in 
mothballs. All 93 tankers of the Navy have been 
pressed into service. It is the hope of the Navy that 
four more tankers now under construction will be 
available by May, which should make the military’s 
situation somewhat more comfortable. 

Nor is there any prospect, either for the military 
or commercial dealers, to get tankers swiftly through 
the placement of orders overseas. 


Tanker Types of Major Concern 


The yards of Britain, the world’s No. 1 builder of 
oil tankers, are slated to operate full tilt for the 
next few years with the orders already in hand. 
Britain builds largely for her own fleet. Japan, an- 
other leading builder of tankers, will have her yards 
humming for many years with work for foreigners, 
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who are attracted by low Japanese costs. Scandi- 
navian, German, Belgian, Netherlands, Italian and 
French yards also are booked solidly for years 
ahead. 

In any plan to expand our tanker fleet, we are 
confronted with the knotty problem of what kind 
of ships to build, although this, admittedly, is sub- 
sidiary to the idea of the moment—getting a major 
program going in the absence of steel supplies and 
yards capable of turning out the tankers. 

Still, it is a problem with which Washington and 
the oil industry must come to grips. We can, for one 
thing, proceed on the shaky assumption that the 
lid has been secured on the Egyptian pot and con- 
struct the kind of tankers the canal can handle. If, 
on the other hand, the reasonable fears of the major 
oil-consuming countries regarding the prospects 
of doing business with a Nasser-type Egyptian re- 
gime are given full weight, then heavy emphasis 
must be placed on the supertankers which, when 
loaded with oil, would draw too much water to en- 
able them to use the Suez route. But, since they 
would haul far larger quantities of oil, they would 
compensate for the roundabout Cape of Good Hope 
route, which adds about 12 days to each voyage. An 
additional economy, of course, would be the avoid- 
ance of Suez Canal tolls. 

While there is an understandable reluctance in 
Government and trade quarters to go on record 
about their concern over Col. Nasser’s high-handed 
methods and stranglehold on Middle East oil flow, 
there is an unmistakable trend toward the jumbo 
tankers which could not negotiate the canal when 
loaded. Already in the works are vessels up to 
100,000 tons. Ships of 80,000 tons and more are 
capable of carrying (Please turn to page 468) 
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The “Trillion” Dollar 


Consumer 
Whys and Wherefores for 1957 


By HOWARD NICHOLSON 


As 1956 came to a close, American consumers were 
spending their hard-earned money at the phenom- 
enal rate of $270 billion annually—about four times 
as fast as in 1939, and 50% faster than in so recent 
a year as 1948. They also were saving at about a 
$20 billion annual rate, about seven times as fast 
as in 1939 and twice as fast as in 1948. 

These figures certainly are impressively large — 
they would remain impressive even if account were 
taken of the doubling of the retail price level since 
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1939, and its 15% increase since 1948. But impres- 
sive as they are, they are dwarfed by another set of 
consumer statistics that receives much less publicity, 
and is not even computed, at present, by any Gov- 
ernment agency. 


The Flow and the Reservoir 


statistics on the consumer 
statistics pointing to 


For behind the “tiow” 
sector lies a set of “reservoir” 
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the fact that American in- Someumnde Cael markets. However, _even 
dividuals, taken together, in I co he End 1956 here some qualification is 
now have a net worth ee, as of the En of ne needed before it can be 
amounting to roughly four Estimoted assumed that the whole 
times their annual spend- Asset Personal Holdings $290 billion is a revelant 
ing rate, and more than ($ Billions) fact for retailers. 
three times their annual aa a For example the cash 
income before taxes. In Demand Deposits 57 and demand deposits, 
a word —a very unusual Time and Savings Deposits 82 amounting together to 
word — American consum- Equity in Saving and Loan Associations 37 about $85 billion, are very 
ers now are worth a tril- Private incurance Reserves es probably already fully en- 
lion dollars, excluding ~ ane taal tng = gaged in maintaining the 
their investment in real Government Insurance Reserves 62 present level of consumer- 
estate, in farm businesses U. S. Savings Bonds 50 industry volume. Virtually 
and in other unincorpo- Other U. S. Government Bonds 19 all of these assets, which, 
rated businesses. Includ- State and Geet Covtenment Gende wa incidentally, are not earn- 
ing these essentially busi- TOTAL 462 ings-assets, since they 
ness (as distinguished draw no interest, appear 
from personal) assets, Corporate Bonds and Stock 340 to represent the circulat- 
their worth is about $1.3 ing capital of the personal 
trillion. — = sector, necessary to the 
Note, in the first place, Consumer Durables 70 smooth and efficient op- 
that this is net worth. Ex- eration of personal budg- 
cluded from the total of Total: 1092 ets and daily living. In a 
gross personal assets is Less Debt (mortgage: 100—other: 40) 140 sense, they are the “float” 
about $140 billion of debt, —_ on of negotiable assets held 
comprising about $100 bil- against day-to-day obliga- 
lion of mortgage debt and \_Exeluding business investment in real estate ($125 bil.); farms tions already incurred or 
about $40 billion of con- ($100 bil.); unincorporated business ($75 bil.) about to be incurred. If 
sumer debt (of which this is true, then the re- 




















about $31 billion is instal- 
ment consumer debt, and 
the remainder such non-instalment types as charge 
accounts, single-payment loans and service credit). 
Debt thus represents about one-eighth of the gross 
assets held by individuals in the United States. 
Note, moreover, that personal debt now is in- 
creasing by more than 10% per year (or about $15 
billion per year). It would take annual saving of 
gross assets amounting to about $100 billion per year 
to keep debt at one-eighth the value of assets: Since 
gross saving amounts to only a fraction of $100 
billion per year, the ratio of debt to assets in the 
personal sector clearly is rising. (Of course, it is 
not the consumer sector alone that is increasing its 
debts faster than its assets: The business sector 
also is engaged in the same temporarily exhilirating 
activity, and until very recently the Federal gov- 
ernment was outdoing both consumers and business 
in the net rate of debt increase. State and local 
governments still are adding rapidly to their debt, 
but they borrow primarily to add tangible assets 
such as roads, bridges and schools, and it is possible 
that the assets of these governments are increasing 
just as rapidly as their outstanding obligations.) 


Kinds of Consumer Assets 


As of the end of 1956, consumers held about $462 
billion of so-called “liquid assets,” excluding corpo- 
rate securities. Of this amount, about $290 billion are 
highly negotiable, and do not fluctuate seriously in 
terms of dollar value. These assets are cash itself, 
demand bank deposits, time and savings bank de- 
posits, U. S. Savings bonds, other U. S. Government 
bonds, and state and local government bonds. This 
group of assets might be called the “liquid hoard” 
of the consumer, in that these assets can be drawn 
upon or cashed for purposes of spending in retail 


438 


tailer has little to hope 
for in the way of addi- 
tional business from this float of committed assets. 

Similarly, the $82 billion of private insurance re- 
serves is hardly a likely supply of funds for con- 
sumer markets, since it is only under the most 
unhappy circumstances that most American families 
would be willing to draw down or borrow against 
their insurance equities. Note that these equities are 
all life insurance equities, imbedded in the long-term 
security provisions of families who place a high 
value on security. 


Equities in Pension Funds 


Again, the $29 billion of equities in pension funds 
is hardly a supply of liquid assets that is likely to 
be tapped for purposes which would help the re- 
tailer. In fact, in most of the pension plans, either 
insured or uninsured, the funds cannot be reached 
by the individual, regardless of how badly he may 
want them. The same is true, of course, of the $62 
billion of government pension reserves (mainiy the 
Social Security reserves). 

Finally, the $36 billion of assets in the form of 
U. S. government bonds, (except saving bonds) and 
state and local government bonds, certainly are 
liquid and within reach of the owner. However, the 
owners of these securities are, in general, the 
wealthy, high-income bracket families, whose in- 
vestment policies are dictated either by the tax- 
exempt feature of most municipal securities, or the 
search for a basic non-speculative layer of invest- 
ment as a hedge against depression. In no event are 
these assets likely to play an important role in retail 
markets. 

The “liquid hoard” which has any relevance for 
consumer spending thus narrows down to the $82 
billion of time and savings deposits, the $37 billion 
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equity in saving and loan associations, and the $50 
billion of U. S. savings bonds. This $170-billion nest- 
egg is the throbbing center of consumer savings. 
The turnover rate in holdings of these assets is 
very high: One holder sells them to get cash (or, in 
the case of bank accounts, simply withdraws them) 
for the purpose of making a purchase from a retailer. 
Then the wage-earner, who produced the consumer 
goods, and the retailer, who made a profit on the 
sale, add to their account, or buy the saving bonds 
cashed by the purchaser. Thus, the net amount of 
assets in these forms, outstanding for the personal 
sector as a whole, remains roughly constant, but a 
portion of them each day finds its way into the 
income stream and returns to the asset structure 
under someone else’s ownership. The turnover of 
aa assets thus is a key element in the retail out- 
ook. 


Element in Securities Market 


It should also be noted that the turnover of these 
assets is, to some degree, a function of the strength 
of the hands that hold them. It is a familiar element 
in the securities markets that prices of a given issue 
may be strong or weak, depending upon whether 
the holders are inclined to sell, or not so inclined. 
In the early post-war years, a heavy proportion of 
liquid assets was held in weak hands—i.e., by those 
who were anxious to sell them and, in effect, convert 
their purchasing power into automobiles, homes and 
other consumer goods. Under these conditions, the 
turnover of the liquid assets was very high—a fact 
which greatly strengthened consumer markets and 
was largely responsible for the rapid price inflation 
of the early post-war years. It would be reasonable 
to expect that after a post-war decade, the owner- 
ship of liquid assets has returned to something that 
might be called normal —the average holder of a 
savings account or a savings bond no longer is so 
enthusiastic about selling it to buy goods. On aver- 
age, the present liquid-asset holder appreciates 
liquid assets for the security and income they pro- 
vide. The “mobility” of the assets thus is reduced. 


Liquid Assets and Price Level 


It also is noteworthy that a liquid asset whose 
value is fixed in dollars (as, for example, a bank 
deposit, or a U. S. savings bond) is at the mercy of 
the price trend in so far as its eventual purchasing 
power is concerned. This proposition is familiar to 
anyone who has been approached by a salesman for 
a mutual fund: One of his strongest and most re- 
current arguments is that investing in dollar-fixed 
assets provides no protection from the ravages of 
inflation. And his case is well proven by history: A 
U. S. savings bond purchased in 1946 and held to 
maturity lost about one-third of its real value owing 
to inflation. 

This was not, of course, an accidental feature of 
the 10-year period in question. As veterans of World 
War II tried to cash their war-saved assets and buy 
goods, pressures on retail supplies mounted. And as 
pressures mounted, so did prices. And as prices 
mounted, the real purchasing power of the veterans’ 
assets shrank. Almost a half-trillion of consumer 
wealth is fixed in dollar terms: AT TODAY’S 
PRICE LEVEL, A 1% INCREASE IN RETAIL 
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PRICES COSTS THE CONSUMER AS MUCH AS 
$5 BILLION, IN LOST PURCHASING POWER 
OF ACCUMULATED ASSETS. That is the ultimate 
reason why the consumer himself should enlist en- 
thusiastically in the fight against inflation, from 
whatever source the inflation may be coming. 


Who Holds the Liquid Assets? 


Just as income is unevenly distributed among 
individual families, liquid asset holdings also are 
unevenly distributed. The facts on the distribution 
of liquid assets are far from complete, but the evi- 
dence is that the assets are much more unevenly 
distributed than income itself. 

In 1955, for example, only one spending unit in 
every 10 had an annual income of less than $1,000, 
fully 36° of all spending units had incomes of 
$5,000 or over. But fully 28° of all families in early 
1956 had no bank account of any kind, no govern- 
ment bonds, no saving and loan shares, no postal 
savings, no equity in credit unions. (They may have 
had some cash; the Federal Reserve survey on 
which these statistics are based did not sample cash 
holdings, because of the obvious difficulties in- 
volved). 

Another 27° of all families had less than $500 
worth of these assets. Thus, 55° of all families did 
not have savings amounting to $500. Only 10% of 
all families had assets equal to $5,000 or more; 
about 4% had $10,000 or more. The highest 10% 
of families, with respect to income, receives about 
29°. of all income; the highest 10° of families with 
respect to liquid asset holdings has 66% of all 
liquid assets. The top 30° of income-earners own 
virtually all the liquid assets. 


Holdings of Tangible Assets 


The implications of the liquid-asset distribution 
are twofold. In the first place, large numbers of 
families—apparently over half—do not have liquid 
assets equal to the down-payment on the average 
new car and are thereby effectively removed from 
the new-car market unless they start squirreling it 
away out of the weekly pay check (in which case, 
they probably are hurting retail trade in food, ap- 
parel and recreation lines). 

On the other hand, if liquid assets were equally 
distributed among all families, no family would 
have more than the purchase price of a stripped- 
down low-price new car. It is obvious, of course, 
that while the equalization of asset holdings would 
probably help the automobile markets, it would prob- 
ably altogether destroy the markets for high-price 
luxuries, such as fur coats, speedboats, expensive 
jewelry, etc. Only substantial liquid asset holdings 
in individual families make these industries possible. 


Physical Assets Measured 


Figures on the value of holdings of physical assets 
by individuals can only be inferred from the rough 
available data on the physical stock of homes and 
consumer durables. (There are no data on the hold- 
ings of a whole range of consumer goods considered 
essential for everyday living, such as clothing, food 
supplies, medical supplies, linens, etc.) For homes, 
rough indications are (Please turn to page 476) 
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SPECULATION by the observant Washington office of 
the Veterans of Foreign Wars gets more attention on 
Capitol Hill than the forecasts of most other lobbies. 
All of which makes this year’s comment interesting: 

“The President is expected to ‘lean slightly to the left 
of center and the Democrat-controlled Congress like- 
wise is expected to lean inwardly toward Ike. For the 
good of the nation, this is wholesome. Some problems 
left dangling in the gulf between ‘right’ and ‘left’ 
during the past four years are expected to be encom- 
passed in this expected closing of the gap. Included: 





WASHINGTON SEES: 


A “three-party Congress” is setting up shop. It 
comprises Liberals and Conservatives, preserving 
the proportions they held in the last session, plus a 
third force which will look to Senator Lyndon John- 
son and Speaker Sam Rayburn for political steer- 
ing and to Senators Harry F. Byrd and Herman 
Talmadge for policy guidance. 

The new bloc will immediately be recognized as 
the anti-Stevenson, anti-Chairman Butler branch of 
the Democrats. Much is heard of the “New Repub- 
licanism,” of which President Eisenhower is the 
evangel. The “New Democracy” is as much a true 
development as is the remoulding process within 
the GOP. 

The Conservative party basically is Republican. 
The Liberal party fundamentally is Democratic. 
But neither is the property of a single political 
persuasion. Even less attentive to political label is 
the new alignment whose adhesive is general 
agreement on political ideology. 

The “third faction” in Congress might well hold 
the balance of power; therefore it is important to 
know which way its weight is to be thrown. It has 
the makings of an economy wing, which should 
delight the taxpayers. 














By “VERITAS” 


Federal aid to education and school construction; 
civil rights advances; liberalized farm program; ex- 
panded foreign aid and defense.” 


STATES have moved so rapidly and, from the veterans’ 
standpoint, so satisfactorily into the bonus-payment 
practice that the steam has been taken out of drives 
for national bonus-for-servicemen legislation. No- 
vember elections added four new states to the list of 
those either paying or to pay bonuses to those who 
served in the Korea action—Iowa, Ohio, Rhode Island 
and West Virginia. States already paying K-bonus 
include Connecticut, Delaware, Indiana, Louisiana, 
Massachusetts, Michigan, New Hampshire, South 
Dakota, Vermont and Washington. Congressional 
delegations from these states no longer need support 
the national gift. 


CONGRESS and the Administration have been ab- 
solved of absolute blame for agricultural problems 
by the American Farm Bureau Federation. The law- 
makers are being messaged by AF BF that the causes 
of the problem are: Natural hazards such as drought, 
floods, heat and cold; need for adjustment to tech- 
nological progress ; political pricing, and sticky costs. 
No one can do anything about the first of these; the 
farmer must attend to the second. But the farmers 
will expect Congressmen to drive for solutions of the 
third and fourth causes. 


GOVERNMENT policy on ship trade-ins may get Con- 
gressional scrutiny. Some consider it a giveaway. The 
Maritime Commission proposes that when a subsi- 
dized ship operator contracts with the Government 
to build a new vessel, he will receive for his old ship 
a trade-in based on market value, less 10%. World 
conditions have boosted values as much as four times 
the original cost—much of which already was paid by 
Uncle Sam in subsidies. Some estimate a “windfall” 
to private subsidy operators as high as $100 million. 
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. The political campaign cry for tax reduction 





has stilled to a whisper. Congress has begun the settling- 
down processes with few major issues as near settlement 











is reduced, 


as this one evidently is. Leaders on the Democratic side 
of the House and Senate are talking down tax cut, and 

the Administration already has made its concurring 
attitude very clear. The treasury is putting the onus on 
Congress: If either excise or individual income levy 

the other must be increased correspondingly. 


> The arithmetic seems simple. Dan Throop Smith, 





assistant to the Secretary for tax matters predicts 
a $70 billion budget. Last January, President Eisenhower's 





requests totaled $65.9 billion for 1956-1957 fiscal 
year, but latest estimates indicate that the business 
of running the Government for that 12-month period 
will reguire about $4 billion more than that. Such 





informed authorities as Senator Harry F. Byrd of Virginia 


see a bigger budget ahead, a much bigger 
one. Byrd, fiscal genius whose views guide 
many of his colleagues, says only deep 
cuts in foreign aid and in domestic 





— 





in costs. 





> The Virginian will oppose any 
reduction in defense spending. He will have 
no fight on his hands there because 
the Pentagon already has drafted estimates 
which reportedly have the eyes of the 
Budget Bureau popping. But unless he can 
document his argument that domestic costs 
can be reduced there appears to be no chance 
of achieving his goal of balanced budget, 


further reduction of the national debt -- 
then, and only then, "needed tax cuts." 

















Secretary George M. Humphrey in advocacy 
of conservatism in foreign aid. So far, 
their project has not extended out from 
the stage of generalization, but they form 
a combination that will have attentive 
ears on Capitol Hill. Humphrey, in this 
instance, seems strangely apart from the 
White House <= how far afield will not 

not be cleared until some details are 
Spoken. But it is known that the Secretary 
detects a panicky regard for the plight 

of France and England and he fears this may 
assert itself in "spectacular" moves 
translating into new billions, if unchecked. 























p» After several weeks of hearings 





repealing or reducing of excise taxes. 
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than to subtract from Ike's military 
estimates. Byrd's position on defense 
spending was strategically timed for 
reading while members of Congress were en 
route to Washington for the opening session. 
Senator Stuart Symington has assessed 
advance reports and "leaks," and finds 


them adding to a dangerously low premium 








Most of these levies are war-time measures 
but new needs have taken the place of 
those originally met through the direct 
tax on commodities and services. 
Reduction in this area would be of slight 
impact on Treasury receipts compared 

with across-the-board income tax cuts, 
however slight the relief in individual 
cases. Rep. Wilbur D. Mills, chairman of the 
excise tax committee, has told Democratic 


colleagues they may as well abandon the 














payment for national security insurance. 


tax-relief issue. He will reaffirm in a 





Senator Dennis Chavez is ready to lead a 
fight against projects cuts in military 
air power. And even with publicly- 
discussed cuts, Defense Secretary Charles 
E. Wilson says the Pentagon must go above 
its $56 billion disbursement of this 


fiscal year. 














> Byrd has teamed with Treasury 
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report which will go to Congress in its 
early days of the new session. 


» Bipartisan campaign promises of 
tax help for small business also are 
going by the board. A Cabinet committee 
has indorsed the idea originated by 
Senator J. William Fulbright to drop the 
rate on the first $25,000 of corporate 
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income from 30% to 20%. But that was an 
indorsement in principle, and in vacuum. 
It suggests a first priority rather than 
something to be done now. The White House 
frowns on the notion, preferred not to 
have it publicized. Effect is expected to 
be a rash of bills extending the basic 
proposition, if not torturing it to the 
point of encompassing all Federal tax 
accounts. 








p» Small corporations would get 
Slight benefit, if any, from the 335-1/52 
cut in their taxes. But small business -- 
the unincorporated enterprises such as 
individually-owned or partnership 
operations -=- would get nothing from it. 











Top level labor leaders are not 
deluding themselves, although they are 
claiming it was their support that placed 
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in spite of the Eisenhower landslide. 

The Committee on Political Education 
(AFL-CIO) has been quiet since Election 
Day, but now is beginning to speak a few 
hesitant words. For example: "A study 

of election returns shows that in no 
instance did any candidate for a major 
office campaign successfully with an anti- 
union program. All winning candidates 
paid at least lip service to trade unionism 
and the principle (sic) objectives of the 
movement." But said COPE, in language 
which suggests more experience than its 
brief existence might hint: "This does not 
mean that some of the victorious candidates 
would not vote for anti-union bills, but 
it is significant that none of them 

made anti-unionism an issue as in 
previous instances." 























» Ihe Administration is searching 
for a safe plateau on foreign-trade policy. 








The White House will make an effort this year 
to obtain approval of United States par- 
ticipation in the Organization for Trade 
Cooperation. But a firm hand will hold, 

in readiness to pull back, withdraw, or 





Commerce Secretary Sinclair Weeks has 
cautioned against "extreme approaches" to 
the foreign-trade problem, either by 
proponents of protection or of freer 
trade. Weeks acknowledged that procedures 
under the Reciprocal Trade Agreements 
program are creating severe foreign 
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competition in certain industries because 
of price differentials, but he reaffirmed 
the Administration promise that no American 
business will be placed in jeopardy by 
White House action. 








» Protection of trade at home and 
promotion of trade with other countries 
require a give-and-take which Weeks 
believes is recognized more here than 














abroad. He has offered to foreign industry 


the advice that they seek new markets 
here instead of attempting to displace 
markets already existing. If this is not 
done, he counseled, and if foreign 
competition continues to press its price 
advantage based on lower living standards, 
the counter-measures might result in 
collapse of the entire mutual trade promo- 
tion scheme. Inherent in this advice is 

a White House determination to use its 
customs-reduction powers sparingly and 


wisely. 














p» An off-the-beat office to watch 
for the next month will be the sanctum of 
Dr. Arthur S. Flemming. If the Defense 
Mobilizer resigns, as he is reported 
to be planning to do, you may count on it 
that there will be no call for general 
industrial mobilization. Basically, and 
important from many angles, his departure 
would reflect Washington opinion that the 
world situation is improving, at least that 
there is no war in sight. Dr. Flemming, 
Office of Defense Mobilization director, 
wants to quit Government service and 
return to Ohio Wesleyan University. 























» Debate still is going on whether 
the recent increase to 5% in the interest 
rate on mortgages insured by FHA (on multi- 
family rental housing in urban renewal 
projects) has helped or hindered. The 
charge for money under this program now is 
higher than in any other. Obviously it will 
bring more mortgage money onto the 
market. On the other hand, some observers 
Say the new rate will raise the debt- 
service charge, creating these alternatives: 
Reduce the face of the mortgage (which 
requires more equity) or increase the 
rents. Estimates are that the reduction in 
mortgage would amount to as much as $100,000 
on a $1 million loan, or that the average 
of rents would have to be increased $7 
per unit per month. 
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| CANADA: a Top of Boom 


By V. L. HOROTH 





~ 
For the second time in six years, an international 
crisis is spurring the pace of economic expansion 
in Canada. This time it is the Suez crisis that is 
producing the bulge in the inflow of American and 
European investment funds. In Canada the ques- 
tion may be asked whether “progress at a somewhat 
slower pace and with a greater admixture of local 
capital” might not be preferable. But to outsiders, 
economic prospects in Canada have apparently never 
looked better. 

“Just now British investors prefer to own a barrel] 
of oil in Canada,” a London stockbroker is quoted as 
saying, “to owning three barrels of oil in Iraq.” 


Canadian Dollar Esteemed 


American and European investors first “discov- 
ered” Canada at the time of the Korean War out- 
break. With the United States dangerously near to 
being embroiled in a costly campaign in Asia and 
with Western Europe in no military position to repel 
a possible invasion by the Communist host, Canada 
indeed looked like a “haven” for capital funds. It has 
been estimated that at least a billion dollars in 
American and European funds entered Canada be- 
tween July, 1950, and June of 1951. During this 
period the Canadian dollar appreciated some 13% 
and Canada’s reserves of gold and U.S. dollars rose 
by $750 million. 

But in contrast with Switzerland, for example, 
Canada did not remain a mere haven of safety for 
international “hot money.” When the Free World 
discovered that it must rearm as the price of living 
next to aggressive and powerful Communist em- 
pires, no country was in a better position than 
Canada to supply the great variety of industrial raw 
materials and even manufactured goods. After the 
United States, Canada became a sort of “junior 
arsenal” for the Free World, with foreign funds 
playing an important part in the development of its 
raw-material resources and in the expansion of its 
manufacturing plant. Apart from the great invest- 
ment opportunities, moreover, the sound fiscal and 
monetary policies pursued by the Canadian authori- 
ties, as well as lower taxes and various advantages 
offered to foreign capital and the enterpeneur, have 
played an important role in attracting foreign funds 
to locate in Canada permanently. 

When the Korean crisis passed, the inflow of for- 
eign funds into Canada abated somewhat but never 
ceased, particularly because the extent of Canada’s 
tremendous natural wealth had become better 
known. The need .or access to and for the develop- 
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atomic furnaces. Another con- 
’s P i i sequence of the Suez crisis may 
ayments with the United States 3 : 
Canada's Payme a , be the stimulation of trade 
—— Gn Giiens of Sand between Japan and Southeast 
FULL YEAR 9 MOS. Asia. As the chief source of ad- 
_ 1954 1955 1955 «(1956 vanced manufactures for the 
TRADE: area, Japan may well come to 
Exports to U. S. (adjusted) 2,355 2,598 1,897 2,092 rely to an ever-increasing extent 
Imports from U. S. (adjusted) 2,800 3,280 2,382 2,989 on such Canadian resources as 
Trade deficit —445 —682 —485 —897 timber, oil, non-ferrous metals 
and iron ore. 
INVISIBLE TRANSACTIONS (net) 
Interest and dividends —276 —311 
Travel spending — 37 — 60 The Balance of 
Newly mined gold 155 155 
All other transactions —204 —143 Payments Anomaly 
—362 —359 —236 —265 
The aggregate of funds that 
“Current Account’ deficit with U.S. —807 —1,041 —721 —1,162 came to Canada in the wake of 
‘Current Account” surplus with Great Britain “er “ 
and others +375 +349 +284 +178 the Suez crisis has been defi 
—_——— nitely less than the vast amount 
Net “Current Account” deficit —432 —692 —437 —984 of capital that came in the wake 
CAPITAL INFLOW: of the outbreak of the Korean 
Direct investments +311 +343 +270 +295 War. Some funds are known to 
Sale (-+-) or purchase (—) of Canadian securities -+191 — 35 — 56 +550 have come from Switzerland and 
All other capital transactions + 54 +340 +215 +145 mav have consisted of French 
Total Capital inflow +556 +648 +429 +990 capital withdrawn from North 
Changes in gold & U. S. dollar reserve + 24 + 44 + 8 — 6 si a a 
gier when that city came under 








ment of these resources became obvious as the pace 
of the economic expansion in the United States and 
Western Europe accelerated. Meanwhile, the Ameri- 
can and other foreign stakes in Canada’s economy 
rose —as a result of both capital inflow and the 
reinvestment of profits —from less than $8 billion 
at the end of 1949 to over $13 billion as of the end 
of 1955, and no end is in sight. 


Suez Crisis Provides Another Spurt 


Although shooting at Port Said lasted only some 
seven days, in contrast with the 37 months in Korea, 
the shock to international confidence was almost as 
great. It also is apparent that the long-range con- 
sequences of the Suez crisis may be far more im- 
portant than the upsets created by the curtailment 
of oil supplies to Western Europe and the shortage 
of shipping. The Suez crisis shook Western Eurove 
into a realization that in this age of unbridled Arab 
and Asian nationalism, it could not rely with full 
confidence on Middle Eastern oil and other Asian 
resources for its economic expansion in the future. 

It is quite conceivable that Western Europe, Great 
Britain in particular, will attempt to protect itself 
by streamlining coal mines at home, by developing 
other sources of petroleum and, above all, by push- 
ing faster than before the development of atomic 
energy. It is significant that in Great Britain, plans 
now being revised call for doubling, possibly treb- 
ling, the nuclear-energy capacity during the next 
20 vears. 

Once more Canada looks like the country to help 
in the solution with some of the problems. There is 
plenty of oil in Canada; what remains is to get it 
cheaply and efficiently to deepwater terminals, pos- 
sibly on the Hudson Bay. There is good chance, in 
view of the vigorous development of uranium min- 
ing, that Canadian uranium concentrates will be- 
come the major source of fuel for Western Europe’s 
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Morocco’s sovereignty. 

While these European funds were flowing into 
Canada, the inflow of American funds also were un- 
usually large. Canadian money rates were tightened 
at about the same time, with a view to discouraging 
over-investment by the Canadians, but encouraging 
the inflow of foreign capital. As a result of this rise 
of money rates at home, Canadian borrowing in the 
New York market became heavier; and the financ- 
ing of several] major products, including that of the 
trans-Canada gas pipeline, also required large pur- 
chases of Canadian dollars. It was the combination 
of these diverse factors that produced a strange 
anomaly: On one hand, the Canadian dollar was 
selling in the last days of November at a premium 
of about 414%, the highest since the end of World 
War II; on the other, Canada’s trade and current 
account deficit with the United States reached the 
unprecedented annual rate of some $1.5 billion. 

The salient points of this anomalous situation are 
brought out in the accompanying table which shows 
international] payments between Canada and the 
United States for the January-September 1956 peri- 
od with comparisons for past years. No figures are 
available yet for the fourth quarter, when the pre- 
mium rate at which the Canadian dollar sold was 
the highest and, presumably, the capital inflow was 
the heaviest. 

With Canadian merchandise purchases here ex- 
ceedingly heavy—Canada is buying more American 
products than all of Latin America put together— 
the trade deficit with the United States for the Jan- 
uary-September period reached almost $900 million, 
some $115 million more than in the same period in 
1955. At the same time, other Canadian spending 
here increased: More Canadians are going to Flor- 
ida, and dividend payments to U.S. investors also 
are mounting. These additional] outlays produced a 
deficit of some $1,162 million in Canada’s current 
transactions with the United States during the first 
nine months of 1956. An unprecedented total of $1.5 


THE MAGAZINE OF WALL STREET 





bill 
full 


tur 
ear 
cou 
hav 
as | 
me! 
uct: 
mai 
bill: 
of | 
by | 


acte 
an 

chai 
long 
dire 
ove! 
fair 
of t 
to ¢ 
the 
dia 
sale 
by | 
the 
fror 
som 
first 


of t 
last 
net 
Can 
peal 
the 
$1,3 
time 
amo 
prof 
inve 
diar 
likel 
mig 
nes 
end 
$15. 
pare 
func 
the « 


Can. 
fyin; 
side} 


ever 
on t 

Fc 
py a 
pend 
raw 
then 
and 


JAN 


on- 
lay 
ade 
ast 
ad- 
the 


ent 
as 
als 


hat 


of 


an 


ont 
rst 
1.5 





billion likely was reached for the 
full year 1956. 

To pay for this deficit, Canada 
turns over to us the surpluses 
earned in the trade with other 
countries. These earnings may 
have improved during this fall 
as a result of fairly large ship- 
ments of wheat and other prod- 
ucts to Europe. Whatever re- 
mained of the gap—about a 
billion for the first nine months 
of 1956 — was more than offset 
by capital inflow. 

But, as will be noted, the char- 
acter of the inflow — and this is 
an important point — has 
changed. Most of this gap is no 
longer covered by the inflow of 
direct investment capital, which 
over a period of years remained 
fairly steady. Instead the bulk 
of the foreign capital that came 
to Canada last year consisted of 
the proceeds of the sale of Cana- 
dian stocks and bonds. These 
sales are bound to be influenced 
by the stock market outlook in 
the future. As will be noted 
from the first table, they yielded 
some $550 million during the 
first nine months of 1956. 


Many Canadians Uneasy 


It is estimated, on the basis 
of the capital inflow during the 
last quarter of 1956, that the 
net amount of funds placed in 
Canada by Americans and Euro- 
peans during 1956 may reach 
the unprecedented total of some 
$1,350,000,000, or about three 
times as much as in 1955. This 
amount does not include the 
profits of foreign concerns re- 
invested each year in the Cana- 
dian economy. Were these very 
likely large profits added, one 
might find that the foreign 
“nestegg” in Canada as of the 
end of 1956 had exceeded the 
$15.5 billion level. This com- 
pared with $7 billion of foreign 
funds invested in Canada at 
the end of 1945. 

One may take it that for the 
Canadians this must be a grati- 
fying vote of confidence by out- 
siders in the future of Canada. 
The Canadians themselves, how- 
ever, have some second thoughts 
on the subject. 

For one, they are not too hap- 
py about being increasingly de- 
pendent upon their exports of 
raw materials since this makes 
them vulnerable to business ups 
and downs in the United States. 

(Please turn to page 484) 
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Canada: Leading Economic Indicators 
Est. 
1949 1953 1954 1955 1956 | 
Gross Nat. Product (000,000) 16,460 24,370 23,870 26,770 30,000 
Capital expenditures (000,000) 3,502 5,679 5,620 6,230 6,800 
Monthly labor income (000,000) 745 976 1,000 1,068 1,150 
Imports (000,000) 2,761 4,383 4,093 4,712 5,750 | 
Exports (000,000) 3,022 4,355 4,149 4,517 5,050 
Volume of indust. product. (1948 100) 102 127 125 136 146 
Employment in manufact. industries (‘49 100) 100 113 107 109 116 
Cost of Living (‘49 — 100) 100 117 118 118 120 | 
| 
CANADA: Imports by Major Classes | 
and Capital Expenditures | 
(In millions of dollars) 
| Per Cent 
1954 1955 1956 Change 
Ist 2nd Ist 2nd Ist Ist H. ‘55 
Half Fa!f Paf Ha'f Ha'f to Ist H. ‘56 | 
Investment goods* 7&6 737 818 980 1,207 48 
Industrial materials’ 377 381 432 468 513 19 
Consumer goods 648 616 701 729 830 18 
Fuels 208 249 213 276 247 16 
Total Imports 2,050 2,043 2,210 2,503 2,845 29 | 
| 
Capital expenditures $5,600 $6,200 $5,809 
| 
‘—incl. metal materials; "—excl. metal materials; ‘“—full year 1955. | 
IMPORTS GEARED TO CANADIAN EXPANSION 
BILLIONS OF DOLLARS 
7 - 
6 - CAPITAL f 
EXPENDITURES j 
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Evaluating 
1957 DIVIDEND 
OUTLOOK 





By EDGAR T. MEAD, Jr. 


Dividends, according to an old Wall Street axiom, 
are an important determinant of where a stock sells. 
And short of emotional panics or buying sprees, it 
is the prospective rate of payment to the stockholder 
that often decides whether he purchases or sells a 
stock. 

The corporate decision on whether to raise, main- 
tain or decrease the dividend usually commences 
and ends in the Board of Directors’ room. Here, the 
Directors project their strategy in the hope of in- 
creasing sales and earnings, and, if the planning is 
successful, they may have the pleasure of ultimately 
sharing the benefits with the grateful stockholders. 


Dividend Rates 


An increased rate of payment is, for all intents 
and purposes, the maximum goal. It is a reflection 
of the confidence of management in itself, in the 
products of its factories, and in the general economy, 
for that matter. The setting of a higher rate may 
portend that no more than normal capital expendi- 
tures are in view, and that no pressing outside fi- 
nancing is necessary to accommodate, for example, 
a larger inventory of raw materials. 


“Extras” 


The granting of an “extra’”’ payment is often con- 
sidered to be somewhat less generous than an in- 
creased rate, unless the extra payment implies that 
the background of an additional profitable year 
might transform the extra payment into a regular 
disbursement. An extra dividend in cash often re- 
sults from the sale of property, the sale of securities 
in another company, a tax refund, or some form of 
non-recurring gain. It might indicate that the man- 
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agement wanted to share a temporary “bulge” in 
earnings with the shareholders but did not think 
future business would justify a richer dividend rate. 
Something of this reasoning apparently counseled 
Socony Mobil Oil Co., Inc. to declare an extra during 
1956, perhaps with the thought that per share earn- 
ings in the first several months of 1957 might de- 
crease from the 1956 level in view of increased shares 
outstanding and proposed additional financing. 


Dividend Cuts 


When a company must decrease or eliminate the 
dividend payment, it does so with the greatest of 
fearfulness. Viewed coldly by the investor, dividend 
deferral connotes weakness and basic instability. 
During the last quarter of 1956, it was observed that 
a few more than the usual number of corporations 
saw fit to reduce dividends. This dismal phenomenon 
directs an inquiry to determine whether it was the 
normal expectation, or if this could be a foreshadow- 
ing of darker things to come. 

The reasons for decreasing dividends may be di- 
vided into four main categories: (1) The company 
offers a product or service for which there is no 
longer economic usefulness, (2) An otherwise strong 
company has suffered from an abnormally poor year, 
(3) The previous dividend rate was mathematically 
too high for safety and comfort, and (4) There is a 
needful cash demand for rehabilitation or moderni- 
zation. 


Making Buggy Whips 


There are fortunately few of the “buggy whip” 
types of companies remaining on our major security 
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exchanges, as the rate of attrition in our fast-tempo 
research economy has been high. “Buy-outs” and 
mergers have accounted for many a salvage job. Ob- 
solete management is more often than not the cause 
for vulnerability, and any company which fails to 
make progress year by year is, according to true ex- 
perience, falling behind. An example of a company 
which faltered and then learned to prosper is the 
Porter (H. K.) Co., Inc. Originally chartered as H. K. 
Porter in 1866, the factories turned out small indus- 
trial steam engines, valves, springs and similar hard 
goods. An awakening occurred after World War II, 
and by now the former manufacturer of defunct 
merchandise produces important electrical goods, oil 
well equipment, and metal components required by 
aircraft, electric furnaces, and various other indus- 
tries and consumers. Earnings and dividends have 
increased steadily since 1948, and the stock price has 
risen apace from around 2 to 71 (OT C). Significant- 
ly, the dividend had been cut to Nil in 1945. After 
cutting the dividend, the existing talents and assets 
were used as stepping stones to new endeavors rather 
than considering recourse to the Bankruptcy Court. 


Simple Mathematics 


Quite often, a corporation forms the habit of dis- 
tributing a mathematical proportion of its net earn- 
ings as dividends. A utility company, which enjoys 
normally stable earnings, may plan to disburse 70% 
of net income as dividends. A railroad or a steel com- 
pany, which must constantly reinvest in plant and 
equipment, may find 45° a desirable maximum. An 
increasing trend seems in favor of allotting about 
50° of net income to the stockholder, or, perhaps, 
50% of the average of the past few years’ earnings. 
A dividend rate which is too high in relation to earn- 


ings should be viewed circumspectly, particularly 
when capital requirements are necessarily large. 

In 1953, American Brake Shoe came to the realiza- 
tion that a dividend payment which equalled 80% 
of earnings was prohibiting a desirable flow of money 
into capital expenditures. In 1954, the rate was re- 
duced from $3.00 to $2.25 when earnings failed to 
exceed $3.19 per share. The excellent management 
embarked on an extensive improvement program 
aided by the additional funds available, and the re 
sults have been altogether encouraging. In contrast 
with the 1953 earnings of $3.70 per share, the results 
in 1956 are foreseen at a level of $6.50 per share. 
Compared with the earnings to dividend ratio in 
1953, the present margin of protection for the $2.40 
current 1956 rate is far superior. The outlook for 
American Brake Shoe’s 1957 results indicates that 
an even higher dividend may be safely paid. In some 
cases, a dividend reduction can be helpful, as well 
as necessary. 


Competition is Intense 


The forces of competition often impel even the best 
of companies to reduce their dividends temporarily. 
A period of price cutting in electrical goods, machine 
tools, and retail trade, to cite recent examples, in- 
evitably places a strain on all companies in the field, 
and the high-cost producers are the first to give way 
with a dividend reduction. After the Korean War 
in 1950-51, competition intensified in the textile in- 
dustry, and finally Burlington Mills (now Burlington 
Industries) was obliged to reduce its 1951 dividend 
from $1.22 per share to 64¢ in 1952 and 55¢ in 1953. 
In terms of fiscal 1956 earnings of $2.10, the Burling- 
ton dividend payment has been increased to $1.00, 
which is in accord with the recent tradition of a 45‘ 









































Dividend Extras Declared in Last Quarter of 1956 

Amount Amount Amount | 
American Bakeries $0.10 Hussman Refrigerator $0.15 Signode Steel Strapping” $0.15 
American Bank Note 15 Ingersoll Rand 1.00 Simmons Co. 1.00 
American Chicle 25 Johnson & Johnson 25 Socony Mobil Oil 50 | 
American Chain & Cable 50 Joy Manufacturing* 1.00 Square D Co. 25 
American Home Products* 1.20 Kennecott Copper 2.50 Standard Brands 25 
American Seating 30 Kern County Land 25 Standard Ry. Equipment* 15 
American Sugar Refining* 1.25 Link Belt* 75 Sterling Drug* .20 
Anaconda Wire & Cable 2.75 Maytag 40 Sweets Co. of America 75 
Beatrice Foods 25 Merck & Co.* .20 Symington Gould 15 
Bristol Myers .20 Montgomery Ward 25 Tennessee Corp.* 25 
Campbell Red Lake Mines 05 National Acme 2.00 Thermoid 10 
City Products 25 Neisner Bros. .20 Timken Roller Bearing 1.00 
Clark Equipment 25 Newmont Mining 1.50 U. S. Freight* 1.25 
Corning Glass 50 Norfolk & Western* .60 U. S. Gypsum 50 
c lidated | dries 25 Norwich Pharmacal* 15 U. S. Shoe* 50 
De Vilbiss .60 Oxford Paper* .30 Universal Pictures 25 
Dome Mines 05 Penney (J. C.) 1.25 Virginian Railway 1.25 
Douglas Aircraft 50 Pennsylvania Salt 25 Warren Bros.* 80 
Eaton Manufacturing .50 Radio Corp. 50 Wayne Knitting Mills* .40 
Firth Carpet 05 Republic Steel* 75 Wrigley (Wm.) 1.00 
Froedtert Corp.* 10 Reynolds Metals 5 Youngstown Steel Door* 55 
General Cable 10 Richfield Oil .50 Zenith Radio 2.00 
General Ciger ee Rubereid se *Company also increased its dividend rate 
General Steel Castings 25 Schering Corp. 25 in 4th quarter. See accompanying table 
Hershey Chocolate . 1.00 Scovill Manufacturing 25 of companies paying increased dividends. 

_— 
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proportion of earnings paid out as 
dividends. The lesson to the stock- 
holder of this experience is that he 
cannot study too carefully the out- 
look for sales and earnings. 

A market problem usually 
arises after a dividend has been 
reduced, regardless of how well 
documented the reduction may be. 
The stock loses caste, and inves- 
tors tend to be super-suspicious 
for perhaps years after the com- 
pany again demonstrates its abil- 
ity to rebuild its earnings. Great 
Northern Railway foresaw in 
1950 that earnings during the fol- 
lowing year might not come up to 
the results of 1950. The $2 divi- 
dend was accordingly reduced to 
$1.75 in 1951 and subsequently 
raised to $2 in 1952, but the stock 
drifted in a narrow pattern for an 
abnormally long period during 
which other rail stocks were mak- 
ing new highs. The possible sta- 
ture of a stock after the dividend 
cut must therefore be carefully 
considered. 


Looking Ahead 


As the investment counselor 
faces 1957, he foresees a number 
of factors which might tend to 
prevent significant dividend in- 
creases and, at worst, bring about 
some reductions. Some of these 
factors include: (1) The high 
cost and difficulty of borrowing 
money, (2) The continuing up- 
ward spiral of wages, (3) The 
increasing difficulty of passing on 
price increases to consumers, (4) 
Narrowing profit margins on 
lower unit volume and (5) An 
accelerating need for more money 
to be spent on research, engineer- 
ing and modernization. In certain 
industries (or segments of them) 
such as chemicals, textiles, paper, 
beverages, building materials, 
farm equipment, retail trade and 
tobacco, there seem to be definite 
signs of over-capacity. Because of 
the delays in the Federal road 
program, cement may fall in this 
category during 1957. During 
1958, there may be a temporary 
over-supply of aluminum. We 
have viewed recently the paradox 
of a surplus supply of Salk vac- 
cine, focussing on the fact that 
even miracle drugs can be over- 
produced. It would appear that 
the airlines are facing the prob- 
lem of filling as well as paying 
for all new seating capacity to be 
added by delivery of new equip- 
ment. (Please turn to page 486) 
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Dividend Increases in Last Quarter of 1956 


American Distilling 
American Hardware 
American Home Products* 
American Mach. & Fdry. 
American Sugar Refining* 
Armco Steel 

Butler Bros. 

Camden Trust 

Caterpillar Tractor 
Celanese of America 
Continental Copper & Steel 
Continental Oil 

Curtiss Wright 

Detroit Edison 

Diamond Alkali 

DWG Cigar Corp. 
Empire District Electric 
Fedders Quigan 

Florida Power & Light 
Froedtert Corp.* 
General Reinsurance Corp. 
Gerber Products 

Harris Seybold 

H. J. Heinz 

Illinois Power 

Joy Manufacturing* 
Kerr McGee Oil 

Link Belt* 

Mead Corp. 

Merck & Co.* 

Minn. & Ontario Paper 
National Cash Register 


Norfolk & Western* 


dividends. 


&a—Rate of monthly payment. 


New 
Rate 


$0.40 
375 
35° 
30 
1.50 
75 
40 
325 
.60 
25 
25 
.80 
75 
50 
45 
225 
45 
25 
32 
.275 
50 
40 
50 
55 
75 
.60 
20 
75 
40 
25 
40 
.30 
90 


Old | 
Rate | 


$0.30 | 
25 
308 
25 
25 
60 
35 
25 
45 
.125 
20 
75 
65 
45 
375 
20 
40 
15 
30 
25 
5 
35 
rc 
45 
65 
40 
15 
60 
35 
20 
35 
275 
75 


*—Company also paid extra dividend. See accompanying table of companies declaring extra 





— 
New Old 
Rate Rate 
Northern Illinois Gas $0.22 $0.20 
Northern Trust 3.00 2.50 
Norwich Pharmacal* 45 40 
Oklahoma Gas & Electric 45 425 
Oxford Paper* .50 40 
Pacific Power & Light .40 37 
Parker Rust Proof 375 35 
Reliance Manufacturing 45 .30 
Republic Steel* 75 .625 
Ritter & Co. 35 .30 
Robertson (P. L.) Mfg., Ltd. 20 10 
Sangamo Electric 45 375 
Scott Paper .50 45 
Signode Steel Strapping* 25 .20 
Standard Railway Equip.* 25 .20 
Stauffer Chemical 45 40 | 
Sterling Drug* 70 .60 | 
Tennessee Corp.* 55 50 | 
Trane Co. .3375 25 | 
Tung-Sol Electric 35 30 | 
Union Carbide & Carbon .90 75 | 
United Drill & Tool 40 .30 
U. S. Freight* 375 25 | 
U. S. Shoe* 25 225 | 
Visking Corp. 30 28 
Warren Bros.* .40 30 
Washington Water Power 47 45 | 
Wayne Knitting Mills* 50 40 | 
Western Auto Supply .50 .40 
Wheeling Steel 85 75 
Wilson & Co. 25 125 
Youngstown Steel Door* 50 40 
































Dividend Decreases in Last Quarter of 1956 


New Old 

Rate Rate 
Bates Manufacturing $0.125 $0.20 | 
Briggs Manufacturing Co. .20 40 
Elgin National Watch 15 25 
Holland Furnace 5 25 


New Old 
Rate Rate 
International Silver $0.75 $1.00 
McCall Corp. 5 .30 
Underwood Corp. 10 25 








Dividends Passed or Deferred in Last Quarter of 1956 





Amalgamated Leather 6% p 
Andes Copper Mining 

Conde Nast Publications 
Crown Cork & Seal 

Emerson Radio 

Fairchild Engine & Airplane 


fd. 


| 





National Automotive Fibres 
Philco Corp.* 

Phoenix Hosiery 

Rheem Manufacturing 
TelAutograph Corp. 

*Paid 1% stock in lieu of cash. 
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ESPECIALLY 
SELECTED 


UTILITIES 


For Growth — For Income 


By OLIVER NORTON 


Now, at the start of a new year, it is par- 
ticularly timely and important for the in- 
vestor to check his public utility holdings 
and to consider which issues offer superior 
growth possibilities, which are primarily 
attractive for yield, and those where internal 
or external conditions are less favorable. 
This is especially true because of the impacts 
on earnings, dividends and market action of 
relatively new factors, such as tighter money 
situation, political influences on rates and 
regulations in various states likely to result 
from recent elections and other current and 
developing conditions. In addition, in dis- 
cussing and weighing the appeal of the indi- 
vidual issues, we have given special consid- 
eration to the outlook for both residential 
and industrial power demand in the specific 
territory each serves—as well as internal 
company programs for 1957. 

Many electric utility stocks during 1956 
have failed to respond market-wise to higher 
earnings and increased dividends because of 
the competition from bonds and preferred 
stocks on a yield basis. The rise in yields from 
a year ago is shown in the following table: 


Average Yields Yield 
Recent YearAgo Increase 
AAA Bonds 3.78% 3.19% 18% 
Baa Bonds 4.18 3.49 20 
High-Grade Preferred Stocks 4.55 3.96 15 
Medium-Grade Preferred Stocks 4.85 4.26 14 


Electric Power Common Stocks 4.85 4.59 6 


Dividends on the common stocks in the above 
table averaged $2.37 on the basis of latest 
quarterly rates, compared with $2.27 a year 
ago, or an increase of about 4.4%, and this 
acted as a buffer against the effects of rising 
money rates. Actually, on a price basis these 
stocks were down only about 1%. 









































| Selected Utilities For Capital Growth 
% Increase Aver. Yrly. 

Approx. Approx. Current Recent In Earnings Sh. Earn. Price 

Price Price Div. Approx. Share Over Increase Earn. 

12-5-56 12-5-55 Rate Yield Earn. 1955 —1951-55 Ratio 

Houston L. & P. 51 45 $1.40 2.7% $2.86 21% 20% 18 
Texas Utilities 37 38 1.28 3.5 2.25 12 13 16 
Central & South West 36 35 1.60 4.4 2.29 14 13 16 
Florida Power & Lt. 45 37 1.28 2.8 2.40 25 16 19 
Florida Power Corp. 49 43 1.80 3.7 2.80 30 19 18 
Tampa Electric 31 26 1.20 3.9 1.61 12 10 19 
Atlantic City Elec. 28 29 1.20 4.3 1.57 4 10 18 
Delaware P. & L. 44 40 1.60 3.6 2.35 5 10 19 
San Diego G. & E. 22 19 aa 1.52 40 2 14 
American G. & E. 36 35 1.44 4.0 2.01 4 9 18 
Average 38 35 3.7% 17% 12% 18 




















In the twelve months ended September 30 net 
income for all Class A and B electric utilities showed 
a gain of 8.3% compared with a gain of 6.5% in 
electric revenues. 


Fast Write-Offs Help Earnings 


The gain would be increased on a “cash flow” 
basis, Since many utilities are benefitting by substan- 
tial tax savings resulting from five-year amortiza- 
tion and the newer accelerated depreciation. The 
former is obtained on new plants on which the 
utility can obtain “certificates of necessity” in Wash- 
ington. Under the 1954 Tax Law the new fast de- 
preciation is allowed to any utility which wishes to 
accept it, and it applies to all new plant constructed 
since January 1, 1955. These extra cash savings can 
be devoted to the construction of new plant, thus 
reducing the amount of equity financing required 
and (where desired) permitting a heavier dividend 
pay-out. In the 12 months ended August 31, 1956, 
income tax savings or “deferred taxes” from both 
sources amounted to $111 million—equivalent to a 
Government interest-free loan of that amount to the 
electric utilities. In most cases the savings were not 
used to increase share earnings however, being 
transferred to restricted surplus or a balance sheet 
reserve, through the medium of an offsetting credit 
in the income account. 

The marked impact of higher money rates and the 
resulting sharp decline in bonds and preferred stocks 
has not affected the prices of utility stocks uni- 
formly, however. The so-called “growth” utility 
stocks have made a much better showing in 1956 
than the remaining utilities, most of which are 
held more for yield and “defense” than for capital 
gains. For example, a list of ten “old line’”’ utilities 
(see accompanying tables) show an average decline 
of 7%. It seems quite obvious that the growth stocks 
have not been hurt very much by high interest 
rates, since the average price gained 9%. Yields on 
the growth stocks are subnormal, since they are held 
primarily for capital gains; the average in the ac- 
companying table is only 3.7% compared with 4.9% 
for the list of “fold line” companies. But even if the 
investor, interested enly in good yields, had bought 
the “old line” utilities he would have fared some- 
what better than if he had bought bonds and pre- 
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ferred stocks, since the latter showed price declines 
of 12-16% compared with about 6% for the utility 
stocks in this group average. And if he had mixed 
in a few of the growth stocks he would have had 
virtually no market loss, although his income would 
have been reduced moderately. 


Contrasting Regional Prospects 


In buying utility stocks it is vitally important for 
the investor to study regional conditions, particu- 
larly from the angle of rate of growth and the 
character of regulation in the area. Thus it will be 
noted that the best of the growth stocks are in 
Texas and Florida where growth is rapid and regu- 
lation is moderate and favorable. This will be dis- 
cussed later in greater detail. On the other hand 
while California has shown an excellent rate of 
growth the utilities were not able to translate this 
consistently into higher share earnings because of 
stringent regulation during earlier years (it is now 
somewhat less strict), and more recently due to 
rising fuel costs. 

Utility stocks in New England probably offer, on 
the average, the highest yields of any territorial 
group; smaller companies, such as Central Vermont 
Public Service and Green Mountain Power, recently 
were yielding about 6.3%, and the same yield was 
obtainable from the larger Eastern Utility Associ- 
ates. New England Electric System yielded about 
6%, as did Central Maine Power and Public Service 
of New Hampshire. The reason for these high yields 
seems twofold: the slower growth in New England 
than for the rest of the country and the fact that 
regulation is traditionally strict. The migration of 
many textile companies to the south during the post- 
war period has tended to retard growth, since there 
has been a lag in refilling factories with other in- 
dustrial units such as electronics, machinery, etc. 
The chilly regulatory climate in New England has 
thawed slightly in recent years, but the commissions 
in Massachusetts and some other states have not 
been noted for their generosity to the utility com- 
panies. Thus the New England utilities have been 
less popular than those in other areas, although 
there are some exceptions, particularly the Connecti- 
cut issues. Unfortunately, the Connecticut utilities 
were rather hard hit by storms and floods. 
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Selected Utilities Primarily Attractive For Income 











% Increase Aver. Yrly. 

Approx Approx. Current Recent In Earnings Sh. Earn. Price 

Price Price Div Approx. Share Over Increase Earn. 

12-5-56 12-5-55 Rate Yield Earn 1955 —1951-55 Ratio 

Baltimore G. & E. 33 34 $1.60 4.9% $2.26 10% 5% 15 

Commonwealth Edison 40 42 2.00 5.0 2.72 a4 9 15 

Consolidated Edison 45 48 2.40 5.3 3.14 2 10 14 

Consumers Power 47 49 2.20 47 3.31 5 5 14 

Pacific G. & E. 49 50 2.40 49 3.51 10 16 14 
So. Calif. Edison 46 52 2.40 5.2 3.20 1 3 14 
Cleveland Electric 40 37 1.60 4.0 2.61 14 9 15 | 
Cincinnati G. & E. 26 29 1.20 4.6 2.09 17 8 12 N 

Philadelphia Electric 37 40 1.80 49 2.53 9 5 15 

Boston Edison 50 57 2.80 5.6 3.40 ne. 2 15 
Average 41 44 4.9% 7% 7% 14 | 
4_Decrease. n.c.—No change. 




















Upper New York State is another unfavorable 
area at the moment, although this condition has only 
developed over the past year or so. Niagara Mohawk 
Power Corp. has had a series of misfortunes. It 
formed a group with four other New York utilities 
to build a huge new power plant at Niagara Falls, 
but public power interests in Congress prevented 
the company from obtaining the necessary legisla- 
tion. There has been a stalemate between the two 
branches of Congress, the House having passed a 
favorable bill several years ago while last year the 
Senate passed the adverse Lehman Bill. 


Niagara Falls Development 


The Company is now willing to hand over the 
construction job to Bob Moses, head of the New 
York State Power Authority, provided he is able 
to get permission from Congress or the Courts to 
do the job (the Company would get a favorable 
allocation of power). Mr. Moses with his usual im- 
patience to get the project under way has tried to 
bypass Congress by obtaining a court decision that 
Congress exceeded its constitutional powers in the 
Treaty with Canada approved some years ago — 
when Congress reserved its own right to allocate 
construction of the plant, instead of leaving the 
decision to the Federal Power Commission as pro- 
vided in the Federal Power Act. He recently applied 
to the Federal Power Commission, and their refusal 
to ignore Congress was appealed to the courts. In 
the meantime Congress itself may pass a bill early 
next year giving the project to Moses — unless the 
fight over the “preference clause” (favoring alloca- 
tion of electricity to public power agencies in the 
state) again stymies the bill. Passage of a bill by 
both Houses with the preference clause would in 
theory be contrary to New York State Law, and 
might prove unfavorable for Niagara Mohawk 
Power since it would favor municipal ownership 
and might thus lead to loss of business in some cities. 

Niagara Mohawk’s decision to let Moses build the 
large plant at Niagara Falls was due to the loss of 
its largest plant at Niagara through a rock-slide 
last June. The company has had to obtain 25-cycle 
power (an obsolete variety) to take care of the needs 
of industria] companies around Buffalo, which had 
been using this type of power from the hydro plant 
which was destroyed. Niagara Mohawk has had to 
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replace the lost power with expensive steam power 
from old facilities, and has also had to buy power 
from the Ontario Hydro-Electric Commission at 
whatever price the commission charges. It has had 
to raise its rates sharply to the industrial companies, 
but its profit margins have been reduced on this 
business, with resulting effects on share earnings. 
It appears likely that the $1.80 dividend will be 
maintained, but the various uncertainties in the 
picture have temporarily made the stock less popular. 
Other upstate utilities, such as New York State 
Electric & Gas and Rochester Gas & Electric, have 
been sympathetically affected so that their yields 
are also somewhat abnormally high. Eventually 
these companies should regain their former invest- 
ment status. 

Referring again to the California utilities, they 
should in theory have benefitted by the rapid growth 
of population and industry in the state. For ex- 
ample, the revenues of Pacific Gas & Electric have 
increased from $64 million in 1929 and $160 million 
in 1945 to $465 million currently but share earnings 
dropped from $2.85 in 1929 to $2.04 in 1951 and 
have only recently shown an advance to $3.39—a 
good part of the gain being accounted for by a rate 
increase and by unusually good gas earnings. 
Southern California Edison has been similarly dis- 
appointing: the 1950 earnings of $3.18 were about 
the same as those in 1929, and recent earnings have 
been about $3.20—despite a rate increase a year or 
two ago. The rising price of oil and gas for boiler 
fuel seems to be a major difficulty at present. 


Special California and Texas Influences 


While the California Commission has granted 
some rate increases in recent years, most of these 
have been somewhat niggardly and there has been 
the usual “regulatory lag’ due to slow decisions. 
Hence, as a group the California utilities, along with 
those of New England, earn less on the rate base 
than utilities in other areas have averaged in recent 
years. The comparison with the state of Texas is 
particularly interesting since utilities in that state 
have earned as high as 8% or 10% without difficulty 
(regulation is in the hands of municipalities, there 
being no state commission with jurisdiction). Of 
course, the Texas (Please turn to page 474) 
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By VERNON HALL 


Ih an age of problem children, it is probably just 
as well that families are somewhat smaller than 
around the turn of the century. Relatively few 
families today have as many as five children. And 
it isn’t every day that you meet a man who is truly 
proud of all five siblings. As for the parent who can 
honestly say (and prove) that all five offspring are 
world-beaters—well, you may encounter such a situa- 
tion once in a long lifetime. 

The foregoing homely allegory is designed to 
ready you for an introduction to the family of Union 
Carbide & Carbon Corp., second largest of this coun- 
try’s chemical giants. We shall meet each of the 
strapping members of the family in a few minutes. 


The Simple and the Complex 


It is a relatively simple chore to assay the merits 
(and demerits) of a tobacco company, whose prod- 
uct and growth can be readily charted and even 
projected, or an automotive manufacturer, for that 
matter. The public, by and large, has small difficulty 
in arriving at a decision about an equity whose 
products are household names. Cigarettes, automo- 
biles and other consumer products are familiar 
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Union Carbide and Carbon: 
One Big Money-Making Family 


enough to have whetted interest over the years. 

It is something else again to gain an insight to an 
industry whose product array and research-develop- 
ment programs are so broad as to serve virtually 
the entire economy. That, of course, is true of the 
chemical industry, with its 11,000 plants, 500,000 
production workers and $25 billion annual sales 
volume. 


A Servant of Industry 


And when the company under consideration is 
Union Carbide and Carbon Corp., an appraisal be- 
comes a complex undertaking. For Carbide is a 
servant of industry, engaged most deeply in basic 
research, producing the raw materials that our 
economy requires and helping industry to make the 
greatest possible use of its materials. 

The man in the street may be dimly aware that 
Carbide turns out the Prestone that he uses in his 
car as an anti-freeze and the Eveready flashlights 
that turn up almost everywhere, but such products 
do not tote up to an annual business well in excess 
of a billion dollars. 

Indeed, only 9% of the gross product of Carbide 
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is in consumer products. 
The remaining 91% is 
derived from the sale of 
products to industry. 
This overwhelming 
emphasis on service to 
industry was bound to be 
richly rewarding during 
the post-war decade, 
which was marked by 
the greatest growth in 
history for our economy. 
Over that span, Carbide 
sales soared in every 
year but 1949 and 1954 
(years of setbacks to in- 
dustry over-all), climb- 
ing from $415 million in 
1946 to an_ estimated 


million. 


as Visking Co. 





An Adopted Child of Union Carbide 


To the bright family of Union Carbide’s children has 
been added Visking Corp., acquired effective Jan- 
vary 1. Visking, founded in 1925, makes food casings 
used by the meat-packers for processed meat and 
sausage products, as well as polyethylene film and 
tubing, important in the packaging industry. The com- 
pany pioneered in the use of cellulose meat casings. 

Visking does an annual business of about $60 


Its acquisition by Carbide was effected by the 
exchange of one share of Carbide stock for each 
two and a half shares of Visking. The company 
already is operating as a division of Carbide, known 


Chemicals (Carbide and 
Chemicals Co., to give it 
its full title) has six ma- 
jor plants in this country 
which furnish raw mate- 
rials to every important 
branch of industry. This 
division produces nearly 
400 synthetic organic 
chemicals. Among those 
are basic ingredients of 
such diverse products as 
vitamins and brake 
fluids. Many are ingredi- 
ents or are used in proc- 
esses for making dyes, 
textiles, pharmaceuticals 
and plastics by acting 
as solvents, penetrating 








$1.25 billion in 1956. 

While Carbide is known the world over as a chemi- 
cal colossus, the company maintains five operating 
groups, of which Chemicals is one. Indeed, there 
have been years (1952 and 1953) in which the Alloys 
and Metals group registered greater sales than 
Chemicals. 


Money-Makers of Carbide 


All five children of the Carbide family have “broad 
horizon” characteristics. The third largest member 
of the family is Plastics, which has come from no- 
where to pour hundreds of millions of dollars into 
the corporate coffers yearly. Industrial Gases and 
Carbide is the fourth biggest breadwinner. Elec- 
trodes, Carbons and Batteries, which has more than 
doubled its “handle” during the decade, is over- 
shadowed, of course, by the other members of this 
go-getter family. 

Thus E. C. and B. and Plastics were running neck 
and neck in 1946. In the ensuing years, E. C. and B. 
more than doubled its volume, but Plastics more than 
tripled its sales! 


How They Make the Money 


agents or plasticizers. 

Its ethylene oxide, a key raw material in the manu- 
facture of Prestone (retarded in recent weeks by 
unseasonal weather), constantly is finding new 
markets. Continued growth of the synthetic-deter- 
gent industry also has contributed to the division’s 
growth. More than a score of the company’s chemi- 
cals are used in formulating cleansing agents of all 
sorts, but particularly detergents for dish and 
clothes washers. Markets for vinyl acetate are ex- 
panding rapidly for such uses as emulsion paints, 
adhesives and textile finishes. More than a year ago, 
the company placed in operation the first commercial 
sorbic acid unit. This chemical is considered an ideal 
agent for preserving food products. 

Pyrofax Gas Corp. is part of Chemicals. It sells 
the well-known Pyrofax gas used in the home, on 
the farm, in restaurants and institutions, and also 
for a large number of industrial applications. A 
pioneer in bottled gas products, its use has been 
increasing steadily with the passing years. Pyro- 
fax has scores of cylinder filling stations serving the 
states east of the Rockies. Additional bulk plants are 
being built under an extensive expansion program. 

The world, of course, has heard much about 
Dynel, the company’s synthesized textile fiber. Large 






































in amounts of this product are used in the fur-like 
a Let us proceed to usher in the members of the fabrics popular in women’s coats, handbags and 
y family one by one, taking them in the order of size. similar articles. 
0 
2S = = 
10-Year Earnings and Operating Record 
: Per cent 
Net Operating Income Net Net Net Div Earned on | 
is Sales Income Operating Taxes Income Profit Per Per Invested Price Range 
™ (Millions) Margin (Millions) ~ Margin Share Share Capital High Low 
a 1956 (9 nentied a $ 983.4 $214.5! 21.8%- $108.2 $106.4 10.8% $3.53 $3.15 1334-103" | 
Cc 1955 1,244.9 293.2 23.5 147.3 145.8 11.7 4.86 3.00 21.6% 116%4- 80% | 
r 1954 969.6 179.1 18.5 85.7 93.4 9.6 3.13 2.50 14.3 89 - 70% | 
€ 1953 1,025.8 216.9 21.1 124.9 102.7 10.0 3.55 2.50 15.8 75\4- 61'2 
1952 956.9 212.3 22.1 128.9 98.3 10.2 3.41 2.50 15.9 72\4- 57 
t 1951 927.5 257.3 27.7 164.4 103.8 11.2 3,61 2.50 17.7 6658- 53% 
s 1950 758.2 229.4 30.2 113.6 124.1 16.3 4.31 2.50 23.2 5534- 40% 
S 1949 585.7 140.2 23.9 53.6 92.2 15.7 3.20 2.00 19.3 452- 33% 
S 1948 631.6 155.1 24.5 57.1 102.3 16.2 3.55 1.66 23.1 43\4- 37% 
3 1947 521.8 115.7 22.1 46.5 75.6 14.5 2.66 1.25 19.4 367%- 2934 
) 1_Pre-tax income. 2—Pre-tax margin. 
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Chemicals, like 
the rest of Car- 
bide’s children, is 
a research giant. 
It produces such 
things as natural 
gas and, from 
that, more than 
400 chemical 
materials. New 
commercial prod- 
ucts come to mar- 
ket at the rate of 
three each month. 
They have their 
origin in such 
simple things as 
methanol and ethanol. Carbide’s chemists may truly 
say that they often take up where nature leaves off. 
Thus, on many chicken farms, the birds are on 
special diets that make them grow faster on less 
food. The answer is methionine, used to fortify 
poultry feeds. Most poultry feeds contain natural 
methionine, but just a slight deficiency of this acid 
may cause the entire diet to lose its effectiveness. So 
methods were developed to recreate this chemical 
synthetically. Carbide furnishes the essential raw 
material—acrolein—from which methionine is made. 

It is this kind of service to industry that has given 
Chemicals a more-than-threefold growth over the 
post-war decade. 





Alloys and Metals Vies for Lead 


Alloys and Metals long has been in vigorous com- 
petition with Chemicals as the Carbide offspring 
with the greatest money-making ability. While 
Chemicals has outdistanced it year after year, with 
a couple of exceptions, Alloys and Metals may once 
more wrest the top spot from Chemicals. 

A better appreciation of the widespread service 
to industry rendered by A. and M. may be gained 
from the fact that the millions of automobiles, trac- 
tors, trucks and tools have many parts of alloy- 
toughened steels. The average home contains about 
two tons of steel, and nearly everything in it—from 
bedsprings to refrigerators —is made stronger or 
more durable by alloys. 

At Carbide, they are proud of their role in = 
World War IJ—and with reason. During the 


of a strike against steel producers that lasted five 
weeks. A and M. went on producing during the stop- 
page, hence inventories were built up considerably. 
Demand resumed after the steel strike, with the 
division operating full tilt right into 1957. 

While A. and M. is susceptible to the cyclical swings 
traditional to the steel industry, the growth in alloy 
steels and other metal alloys has been outstanding 
during the post-war years. The coming of the jet- 
propelled airliner will entail the use of special alloy 
metals to cope with searing temperatures (as high 
as 2,000 degrees Fahrenheit). Spinning furiously in 
a bath of fire are hundreds of turbine blades made 
from alloys developed in its metallurgical labora- 
torles. 

Even your electric toaster has something in com- 
mon with these powerful jet engines. Its heating 
elements are fortified by the same magic ingredient— 
chromium—that strengthens today’s finest aircraft 
metals. Chromium also is responsible for keeping 
the trim on automobiles shiny and bright, and stain- 
less steel utensils tarnish-free. 

Of course, chromium and other alloying elements 
do not occur in the earth in pure form. They must 
be extracted from complex ores—some found only 
beyond the borders of the United States. A and M. 
puts these ores in giant electric furnaces and there. 
using temperatures that soar to 6,000 degrees, 
breaks them down to capture the valuable alloying 
elements that they contain—such as chromium, man- 
ganese, silicon, tungsten and vanadium. 

Above all, alloying elements purify steel and cast 
iron, and give the metals certain desirable charac- 
teristics that they would not otherwise have. 


Plastics Grows Fastest 


Although Plastics emerged from World War II as 
the leanest earner of the family, there never was 
any doubt around the Carbide household about its 
promise, short and long range. After all, the well- 
bred children of Carbide are reared on the chemists’ 
rule of thumb, which holds that for simple projects 
it is 10 years from test tube to tank car. 

It was in the old Viny] Plastics division of Carbide 
and Carbon Chemicals Co. that Morse Grant Dial. 
president of Union Carbide, served as manager more 
than 22 years ago. Mr. Dial was there before Bakelite 











slack years preceding the war, Carbide was 
stockpiling priceless (as it turned out) alloy 





steels, produced in such plants as the unit 
at Portland, Ore., and also at Sheffield, Ala., 
Alloy, W. Va., and Niagara Falls, N. Y. 
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Much of the power in these plants is hydro- 
electric, and Carbide wasn’t letting the water 








go to waste. Our steel industry, with the 
advent of the war, was kept running, as a 








result, with the ferro alloys built up by Car- 
bide. For this country, in its gravest hour, it 





meant a plentiful supply of what it takes to 
produce projectiles, armor plate, tank armor 
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and the rest of the paraphernalia of war. 
That was the work of A. and M., which 








has been in the habit lately of producing 
more than one-fourth of the total revenues 
of the Carbide family. It probably would 
have done even better last year, but its sales 
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to the steel industry were reduced as a result 
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carved out a niche for itself. In those days the com- 
pany was only beginning to assume a large role in 
plastic production. 

Over the years, Carbide’s Bakelite has become a 
generic term for the phenolic resins. You can find 
Bakelite any day—it’s your telephone handset or the 
material that encases vour radio. Carbide’s thermo- 
plastics, such as vinyl] resins, are utilized in diverse 
products, including flooring, coated fabrics, paper, 
wall coverings and sheetings. 

A long line of the company’s plastics is basic to 
such materials as bonding, extrusion, film and sheet- 
ing, flexible packaging (notably food), laminating, 
molding and surface-coating. 

In the plastics field, as in its other activities, Car- 
bide primarily is a producer of raw materials. 
Bakelite furnishes the basic resins from which plas- 
tics are made. Most are sold in the form of powders, 
liquids and crystals. But some are processed into 
semi-finished forms, such as the flexible film used 
in making raincoats and shower curtains. 

The “squeeze” bottles found in most households 
today are made of polyethylene, which Carbide de- 
rives from petrochemical raw materials. Plastics, of 
course, also can be as rigid as stone. Chemists have 
created them by combining chemicals one with 
another under carefully controlled heat and pres- 
sure. They are entirely man-made, and are taking 
ver many of the services once performed by wood 
and other natural materials, 

Incidentally, softness in the price of polyethylene 
plastics developed during 1956, retarding the over- 
all profits showing of Carbide, although a new record 
peak probably was established by a narrow margin. 


Industrial Gases and Carbide 


The operating group known as Industrial Gases 
and Carbide is the fourth largest sales producer of 
the family. Its business (largely air for sale) has 
more than doubled in the decade since the end of 
the war. 

High-purity oxygen for medical use is one of the 
products, but Carbide’s Linde Air Products also 
markets oxygen in many other ways. Everything 
that has any steel in it, for instance, has been 
touched by oxygen. An intense flame is produced by 
teaming oxygen with the gas acetylene, another 
Linde product. It is one of the hottest flames created 
by man. This flame will cut, shape, and weld metals 
and metal equipment of all kinds, quickly and 
cleanly. 

Through the use of oxygen and ferro alloys (spe- 
cialties of the Carbide kids), industry is able to pro- 
duce many more tons of steel without expanding 
plant, a vital factor in a day when plant costs have 
soared out of sight. And the steel industry also is 
helped by what the trade calls “billet-skinning” 
(surface-conditioning), which speeds the output of 
mill products. 

Linde captures a half dozen useful gases from the 
air. Besides oxygen, these include nitrogen, argon 
and the rare gases—helium, krypton, neon and xenon. 
To separate these gases, the air must be squeezed 
and compressed again and again, and chilled and 
expanded, until it gets so cold it actually becomes 
liquid and flows like water. The rare gases are used 
in luminous tube signs, fluorescent lights and elec- 
tronic instruments of various kinds. 

Sales of industrial gases, carbide and related 
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Electrodes, Carbons 
and Batteries 


Activities of Elec- 
trodes, Carbons and Bat- 
teries are conducted un- 
der the National Carbon 
Co. name. This smallest 
of the money - making 
moppets of Carbide has 
boosted its volume by 
more than 100% since 
the end of World War II. 
It probably is turning 
out more “household name” products than any other 
member of the family, notably its Prestone and 
Eveready wares. Motorists buy more Prestone anti- 
freeze than any other brand. 

One of the principal groups of products of 
National Carbon, which has 17 plants in this coun- 
try, is the large carbon and graphite electrodes used 
to furnish power in electric furnaces for making 
steel, ferro-alloys, calcium carbide and chemicals. In 
the last 15 years the output of electric furnace steels 
has increased sevenfold. Carbons also are made for 
movie projectors, searchlights and other special 
lighting purposes. National Carbon has battened on 
the growing steel and chemical industries. 

A highlight of 1956 was the opening of its new 
research center outside Cleveland. That laboratory 
will expand its basic research on carbon, batteries 
and electronic equipment. A substantial portion of 
the work will be in the field of solid state physics. 





Groomed for Big Things 


Now, let us turn to a couple of bright new children 
in this dynamic family, which constantly is turning 
up new ways to make a dollar. Indeed, it was noted 
by Mr. Dial that in 1955 approximately one-third 
of total sales and almost one-half of net profit 
stemmed from new products that were not available 
15 years earlier. 

First, meet Union Carbide Nuclear Co., which 
may not be a substantial money-maker at the mo- 
ment, but this member of the family is smart and, 
one day, may dwarf the others. A measure of 
Nuclear’s genius is the fact that our Government 
has chosen it to operate four large atomic-energy 
installations at Oak Ridge, Tenn., and Paducah, Ky. 

Carbide has had a continuous record of active 
participation in the nation’s atomic-energy program 
since early 1943. Nuclear started out under the wing 
of Chemicals, doing design and engineering work for 
atomic installations. 

Nuclear went off on its own in 1955 as Carbide 
moved to integrate its diverse activities in the atomic 
field. A nuclear laboratory housing an atomic reactor 
is in the works, marking a forward step toward 
commercial nucleonics. As the civilian economy’s 
use of the products of atomic energy grows, the 
company should make a substantial contribution to 
the over-all profits. 

Silicones is the other baby member of the Carbide 
clan. Under the wing of Linde, silicones have come 
along way inarelatively (Please turn to page 472) 
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Can Meat Packers 
Continue [Improvement ? 


By J. C. CLIFFORD 


rm 
Things have been looking up for the meat-packers, 
although the industry, subject to wide swings in 
earnings, is a long way from being out of the woods. 
While they are favored with large supplies of live- 
stock and supplies are ample, accompanied by brisk 
demand from consumers, the packers, by and large, 
are in need of heightened physical efficiency and re- 
building of their finances. 

Let us glance back at the fiscal year now drawn 
to a close (the end of October, 1956). It was a year 
that opened on an optimistic note as hogs and steers 
came to market in a veritable flood. Consumption 
of red meat which, in 1955, had risen to 161 pounds 
for each person in the population (highest since 
1908) probably set an all-time high in calendar 1956 
~an estimated 163.5 pounds per person. 

For packers, however, the flood of supply ebbed 
as the year wore on. In late June it became increas- 
ingly evident that the supply of long-fed steers was 
diminishing. By September the market for choice 
cattle was up as much as $11 per hundredweight 
from the level of a few months earlier. This upturn, 
of course, found reflection at the retail counter, 
where prices rose. 

According to the United States Department of 
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Agriculture, the number of cattle and calves slaught- 
ered in 1956 totaled about 40.4 million head. This 
was about a million more than in 1955 and almost 


the same as the number produced, minus death 
losses. 
In hogs, there was an 8% decline in the 1956 


spring crop from the previous year. Moreover, pro- 
ducers around the country said they intended to 
reduce farrowings in the current season by about 
4%. However, the smaller-than-usual decline in hog 
prices last fall has made producers more confident 
of the outlook. It may yet be that farrowings this 
season will be at around the same level as a year ago. 


Crop Outlook for Year Ahead 


Little change is likely in the 1957 cattle inventory. 
With supplies remaining large, there should be no 
marked change in cattle prices. The 1957 outlook 
in the hog segment is for higher prices over the next 
few months, at least. The increased pig crop is not 
expected to reach market until late in the year and 
would not, therefore, influence prices which are ex- 
pected to be the highest since 1954 through most of 
the current year. 
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| 
| Statistical Data on Leading Meat-Packers 
: —_— - - . 
1954 - —————— 1955 - -1956——-. 
Net Div. Net Div. Net Div. 
Per Per Per Per Per Per Price Range Recent Div 
Share Share Share Share Share Share 1956 Price Yield 
Armour & Co. q¢ 35 $2.49 $3.44! 10% stock 24 -15% 18 
} Cudahy Packing a 4.94 1.46 3.69 14\- 7% iB 
| Hormel, G. A. & Co. 3.41 $2.50 7.30 $2.50 9.85 $2.50 6012-5254 60'2 4.1% 
}| International Packers 94 .60 44 .60 na .60 14\4- 9% 9% 6.5 
Morrell, John & Co. 64 .50 3.36 .50 na .875- 2812-1812 19'2 45 
| Swift & Co. 3.22 3.00 3.87 2.50 2.36 2.60 50'8-38 38'2 6.8 
Wilson & Co. 1.03 1.72 2.84! 50° 1678-1258 15 3.3 
| 4__Deficit. 1_Estimated. 2—Paid $0.75 on $10 par stock, and $0.125 on no par stock. No change in shares outstanding. 
i na—Not available. 5—Plus 3% stock. 








From the foregoing, it would appear that pros- has been an influx of small concerns in the field. The 
pects of the packers in 1957 are reasonably good. advent of modern supermarkets, operated by giant 
Profit margins should be helped by increased opera- food retailers with integrated sales and slaughter- 
ting efficiency attained by rehabilitation and mod-_ ing operations, and the introduction of canned and 
ernization of plant facilities, installation of new frozen meats under the main competitors’ brands, 
equipment, much of which stems from strides in may have eliminated the need for maintenance of 
mechanization, and additional product diversifica- restraints on the Big Four packers—Swift, Armour, 
tion. Wilson and Cudahy. 


Striking Off the Shackles | Court Asked to Act 


Major progress for the meat-packers, however, It is in the light of these developments that Swift 
has been hamstrung by a consent decree entered into & Co, and Armour & Co., moving along the same 
more than 36 years ago, prohibiting them from path as Cudahy Packing Co., all three of which, 
1andling many food and some non-food products. along with Wilson & Co., are signatories, have asked 
Granting, for the moment, that back in 1920, when a United States district court to strike off the 
the decree was entered, there might have been some _ shackles that the consent decree has put upon them. 
basis for the Government’s monopoly (or threat of By and large, the petitioners ask for relief from the 
monopoly) charge, there is a feeling within the trade restrictions that bar them from (1) dealings in some 


that conditions have been altered sharply. 140 food and non-food products, chiefly vegetables, 
Over the intervening decades, competition in the fruit, fish and groceries; (2) using their distribution 
packing industry has increased substantially. There facilities, including (Please turn to page 480) 





LIVESTOCK AND PRODUCT PRICES MOVE TOGETHER 
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January 

On a long-term average, De- 
cember has been the best month 
of the year for the industrial 
average, with net gains in 42 
years and declines in 17 years 
since 1897; but for rails the rec- 
ord is 34 ups and 25 downs. The 
rail average has fared best in 
July, with 42 net gains, against 
only 18 declines. For both, the 
December performance in 1956 
was not up to traditional hopes. 
In January there have been 38 
gains and 22 declines for the in- 
dustrial list, against 35 ups and 
25 downs for rails. For both, net 
losses in February have been 
slightly more numerous than net 
gains. Regardless of the record, 
January-February market poten- 
tials in the present instance have 
to be regarded soberly in view 
of the combination of advanced 
bond yields, a much-slowed rise 
in total dividend payments and 
absence of more than a mild re- 
bound in general corporate profits 
which will leave them under the 
late-1955 peak level. 


Good 

Stock groups performing bet- 
ter than the general market at 
this writing include air-condition- 
ing, aircraft, airlines, drugs, ma- 
chinery, rail equipment, steel and 


458 





sugar. Others currently in tech- 
nical rallies from over-sold posi- 
tions are aluminum, construction, 
chemicals and textiles. 


Poor 

At this time the groups per- 
forming worse than the industrial 
list include coal, coppers, baking, 
meat-packing (see article on this 
industry in this issue), metal fab- 
ricating, department stores, mail 
order, food stores, variety chains 
and television-radio issues. 
Groups stuck in narrow ranges 
for the time being include auto- 
mobiles and auto parts, electrical, 
equipment, finance companies, 
farm equipment, business ma- 
chines, oil, paper, natural gas, 
electric utilities, tires and tobacco. 
No doubt the group line-up — in 


ror PROFIT ann INCOME 


terms of good, poor or about-aver- 
age behavior — will continue to 
shift considerably from week to 
week. 


Retail Issues 


With recent trade volume dis- 
appointing, especially for depart- 
ment stores, most retail stocks 
have remained under considerable 
late-1956 liquidation and tax-sell- 
ing pressure. They should be in 
a technica] rally from over-sold 
positions as you read these com- 
ments early in January. If so, we 
would not count on a rebound 
amounting to much or lasting 
very long. Some of the stocks “‘look 
cheap” on earnings and dividend 
yields, but most of them are with- 
out friends among the fund mana- 
gers and professional investment 














Washington Water Power 
Cuban-American Sugar 
Gould-Natl. Batteries 
Oklahoma Natural Gas 
Laclede Gas Co. 
Mercantile Stores 
Sheraton Corp. of Amer. 
Kansas City Southern Ry. 








Nashville, Chat. & St. L. Ry. 
Guantanamo Sugar 








INCREASES SHOWN IN RECENT EARNINGS REPORTS 





1956 1955 

Year, Nov. 30 $2.25 $2.04 
Year, Sept. 30 3.30 1.18 

. 6 mos. Oct. 31 1.95 1.71 
Year, Oct. 31 2.12 1.81 
Year, Sept. 30 1.21 -97 
9 mos. Oct. 31 1.29 1.28 
6 mos. Oct. 31 -91 79 
10 mos. Oct. 31 4.76 4.56 
10 mos. Oct. 31 7.62 3.46 
Year, Sept. 30 48 -29 
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advisors, who control a huge total 
of money and, hence, influence 
selective divergences within the 
market. The chart patterns of all 
the retail stock groups have for 
some time ranged from unimpres- 
sive to bearish, It will take more 
than a rally to change this. This 
might be about as good a time as 
you are likely to get in 1957 to 
pare down or dispose of worri- 
some holdings of retail issues. 


Television 

Shortly before Christmas al- 
most a third of the TV sets pro- 
juced in 1956 remained unsold, 
with stocks in the distribution 
“pipelines” or in manufacturers’ 
hands nearly a fifth larger than 
a year ago. Hence, people wish- 
ing to buy TV sets in the forepart 
of 1957 will get them at even 
bigger discounts from the increas- 
ingly meaningless “list” prices 
than heretofore. You can also buy 
stocks of TV-radio-appliance 
makers at marked-down prices. 
But if you are tempted, buy an 
inexpensive new TV set instead. 
Less risky. Production of color 
sets remains a money-losing 
proposition. Telecasters also must 
dig down for color programs. 


Strong 

Individual stocks showing 
stand-out strength in recent trad- 
ing sessions up to this writing 
include: Bell & Howell, Cessna 
Aircraft, Cuban American Sugar, 
National Supply, Armco Steel, 
Byers, Copperweld Steel, Dres- 
ser Industries, General Refrac- 
tories, Timken Roller Bearing, 
U.S. Lines, Republic Steel, Har- 
bison-Walker, Fedders-Quigan, 
Columbia Broadcasting, Interlake 
Iron, Outboard Marine, Wheeling 
Steel, West Indies Sugar, General 
American Transportation, Bris- 
tol-Myers, Safeway Stores, Skelly 
Oil, Halliburton, United Air Lines 
and United Aircraft. Readers will 


recognize within this partial list 
some old and some recent recom- 
mendations heretofore made in 
these discussions. 


Soft 

Stocks which are taking a beat- 
ing at this writing, partly due 
to tax-selling in most cases, in- 
clude: Aldens, Allied Stores, Em- 
erson Radio, Seagrave, McCrory 
Stores, Kresge, Lerner, Holland 
Furnace, Bestwall, Bond Stores, 
Bohn Aluminum, Coca-Cola, Cop- 
per Range, Granby Mining, 
Hecht, Howard Stores, Inspira- 
tion Copper, Kayser, Lee Rubber, 
Mack Trucks, McCall, Mojud, 
Montgomery Ward, Munsingwear, 
Seovill Mfg., Sears, Roebuck ; Vick 
Chemical, and Woolworth. 


Warning 

The huge Chase Manhattan 
Bank, second largest in the coun- 
try and largest this side of Cali- 
fornia, is noted, among other 
things for its oil-industry knowl- 
edge and studies. It has just sug- 
gested publicly that the industry 
should watch its step and not go 
overboard in efforts to meet the 
Middle East emergency. It cited 
history to show that the com- 
panies can quickly boost crude 
oil production when emergency 
needs arise; but also to show that 
there has been an “amazing un- 
willingness to return to normal 
production rates when crises have 
passed.” While conceding that re- 
sumption of the flow of Middle 
East crude oil is uncertain as to 
timing the bank says “there is 
a reasonable likelihood that res- 
toration — at least in part — may 
coincide with the seasonal decline 
in domestic demand next spring.” 
Meanwhile, domestic gasoline sup- 
ply remains excessive, there has 
been a resumption of price-cut- 
ting in some areas and it may 
spread. We advised you here re- 
cently not to expect too much of 








DECREASES SHOWN IN RECENT EARNINGS REPORTS 


Beech Aircraft 
Minnesota Power & Light 
c da Dry Ginger Ale 





New York Central R.R. 
Swift & Co. 

West Indies Sugar 
Mergenthaler Linotype 
Amalgamated Sugar 
Benguet Consolidated 
Aldens, Inc. 
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1956 1955 
Year, Sept. 30 $4.45 $4.79 
Year, Nov. 30 2.05 2.07 
Year, Sept. 30 1.51 1.72 
11 mos. Nov. 30 4.95 7.34 
Year, Oct. 27 2.36 3.87 
Year, Sept. 30 1.15 1.41 
Year, Sept. 30 3.94 4.51 
Year, Sept. 30 3.12 3.95 
9 mos. Sept. 30 -07 12 
40 wks. Nov. 2 89 1.13 





domestic oils on account of the 
temporary supply-demand distor- 
tions set up by the blocking of 
the Suez Canal; and not to be too 
bearish on the international oils. 
That looks like even better advice 
now. 


Rails 

The market largely shrugged 
off the recent news that the ICC 
had granted emergency boosts in 
freight rates amounting theoreti- 
cally to 7% for Eastern railroads 
and 5°% for Western. Allowing 
for smaller boosts on coal and 
some other specified items, the 
actual relief is slightly under 6% 
for the Eastern roads and around 
4.5° for the Western. At existing 
traffic levels, the boosts should 
cover both recent wage increases 
and higher costs of materials 
purchased for operations and rou- 
tine maintenance. Thus, as long 
as general business activity holds 
within close vicinity of the pres- 
ent level, aggregate rail earnings 
should approximate or slightly 
exceed year-ago levels—until the 
next twist in the wage spiral 
comes along. To prevent signifi- 
cant shrinkage of earnings, the 
commission acted quickly in this 
case. It will, no doubt, act quickly 
on a 5% rate boost for Southern 
roads, which filed their petition 
later than systems in the other 
regions did. That will leave 
pending the bigger case in which, 
claiming inadequate return on 
capital investment, the railroads 
seek additional rate boosts of up 
to 15%. On that the ICC will not 
act quickly; nor does it seem 
likely that it would grant any- 
thing like the added relief asked. 
Originally set up to protect the 
public from the railroads, the 
commission now has quite a prob- 
lem in protecting the railroads 


from cost inflation. Probably it 
will keep them healthy in a 
slightly lean kind of way; and 


there will continue to be some lag 
between need and action, even 
though much less than in the 
past at least as regards some 
minimum emergency. For many 
years, rails have been generally 
inferior to industrials in invest- 
ment results. However, rails will 
have “rallies” in their relative 
market position from time to 
time. As in other fields, their 
performance will not be uniform 


Uptrends 
Uptrend dividends, founded on 
(Please turn to page 489) 
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Hit Business 





THE BUSINESS FORECASTER OF PRODUCTIVE ACTIVITY 
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Wi the many revolutionary changes in our economy, 
it was evident that various indicators previously used should 
be dropped and new ones substituted, in order to more accu- 
rately forecast developing business trends. 





COMPONENTS OF TREND FORECASTER* | 
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Industrial Production 


(FRB INDEX 1947-1949-100) 


————& 


| 
THE TREND FORECASTER 


Aub AT BIGHT 


RELATIVE STRENGTH MEASUREMENT 





) 0 5 We s 55 y 


This we have done in our new Trend Forecaster (developed 
over a period of several years), which employs those indicators 
(see Components of Trend Forecaster) that we have found to 
most accurately project the business outlook. 


When the Forecaster changes its direction up or down » 
corresponding change in our economy may be expected sev 
eral months later. 


The depth or height of the developing trend is clearly pre- 
sented in our Relative Strength Measurement line, which re- 
flects the rate of expansion or contraction in the making. When 
particularly favorable indications cause a rise that exceeds 
plus 3 for a period of time, a strong advance in general busi- 
ness is to be expected. On the other hand, penetration of 
minus 3 on the down side usually precedes an important con- 
traction in our economy. 


We believe that subscribers will find our Business Trend 
Forecaster of increasing usefulness both from the investment 
and business standpoints. 


Current Indications of the Forecaster 


In recent months, components of The Trend Forecaster 
have been behaving somewhat more firmly, but their general 
character is still mixed, and reveals no dominant trend. 

Among series recently displaying strength have been non- 
residential contract awards, durable goods orders, average 
hours worked, and (very recently) residential building con- 
tracts. However, changes in direction have been frequent; the 
dimensions of changes have remained small; and the indi- 
vidual series are obviously reacting to special industrial con- 
citions, rather than to any broad cyclical influences. The 
Relative Strength Measurement, while it has evidently 
drifted into the positive range, has shown no tendency to 
move toward the critical plus 3 level, and is clearly not sig- 
nalling a business advance in the same precise manner as 
in mid-1949 and early 1954. Similarly, the Trend Forecaster 
itself, while it has turned upward, has not defined a clear 
bottom as it did in the two earlier periods, and still seems to 
resemble its behavior in early 1948, when the initial burst of 
postwar boom was losing its momentum and drifting toward 
recession. The Middle East crisis is only now being gradually 
reflected in the Trend Forecaster; thus far, it must be con- 
cluded, tentatively, that the renewed international tension 
has not yet basically altered the U.S. business outlook. 
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CONCLUSIONS IN BRIEF 


150 INDUSTRY — The uptrend that has been apparent in 
production activity in the past three months is drift- 
ing to a halt. The outlook is for stability in the first 
7130 quarter; no general trend in employment or produc- 
tion, or in capital spending by business. 








— 140 





—120 


410| | TRADE — Preliminary figures show a record Christmas 
100 solume, but much of the gain over a year ago simply 
eflects higher prices. Consumer incomes are still 
ising, but spending by consumers is turning sluggish. 











5 MONEY AND CREDIT — Tight restriction on credit 
i aow widely expected through first half of 1957. Look 
; for extreme tightness when first-quarter tax payments 
come due. This, plus seasonal demands in the auto 
market, should make second-quarter money market 
difficult. Further rises in general interest rates now 
not out of the question. 
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—— COMMODITIES — Quieter tone in the Middle East, 
awed plus high current levels of inventory, plus difficulties 
ators n borrowing to finance inventory demand, plus buyer 
id to resistance to higher prices, are all acting to hold the ~~ a a ee 
price level in line, and to weaken prices of many JAN’ FEB” MAR. APR. MAY JUNE JULY AUG. SEPT. OCT. NOV. DEC” 
wn a raw materials. No new price advance (except in = 
sev some metals) in first quarter. 
on. I. recent weeks, various private and government 
om agencies have completed and published special studies of 
‘eds MONEY AND BANK CREDIT the outlook for business in the United States in 1957. An 
“ [WEEKLY REPORTING MEMBER BANKS] early sample of these forecasts was reviewed here a fort- 
pang ” siaimaie night ago: the more recent crop of prophecies add little 
IT] bid d | wean BILLIONS OF DOWARS | | | to the brighter hues of 1957, and somewhat deepens the 
— || | | || bh yd | I | | sombre notes. Even granting the inescapable impact which 
| LL} i! . yranees, the Middle East has had on government spending for 
| 






TOTAL LOANS & defense and foreign aid, there remains no great en- 





i | | INVESTMENTS | 





thusiasm over the 1957 outlook in the eyes of 














































































































| | 
si al | ! | | HW most professional analysts, and it now seems to be 
sen | | the majority opinion that if private business demands 
|| were allowed to do what comes naturally in 1957, they 
aH would work their way slowly toward recession by late in 
= || | | | the year. 

a, HI LY rid | What the Middle East has done has been to prepare 
ie 8 RAT on American business and American citizens to face a heavier 
indi- | 1} | anual | load of federal government spending, and a temporary 
a. | | | | | | TOTAL Loans | | hiatus in tax reduction. Because the Suez crisis has cleared 
The 4s nnn SEBRnE?. TT | sun the way for further spending, and somewhat removed the 
sntly aeee eee | | | political urgency of tax reduction, it has put the govern- 
rT : ag INVESTMENTS IN 1] oD ment i llent position to fight ion in the pri- 
y to . i | os Guneneen | | || in an excellent position to fight recession in the pr 
sig- B Wy ALU) 1] rT rT vate sector, as and when it makes its appearance. At 
i An Leetrts a eo Sk or wt oe least temporarily, manufacturers will find their mar- 
Bows Bh ivrde CIRCULATION 4 | | me mena rae a ket shifting to some extent from private customers 
sd Z ng ERSARESAHD lay | | to the contractors and purchasing agents of the 
baie Tree eT 4 | Defense Department, and the very probable decline 
aa sLLLitititiid| | | in business spending for hard-goods will be partially off- 

fine MIJASONDIFMAMJJASONDI FMAMIJIJAS OND set by a rising ordering rate for military hard goods. 
sally 1954 1955 1956 This is likely to be the dominant trend of 1957. It will 
con- evidently work itself out in an atmosphere of tight mon- 
when etary controls (perhaps increasingly unnecessary by late 











in the year), gradually (Please turn to following page) 
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i Year 
THE MONTHLY TREND id in i. | ae PRESENT POSITION AND OUTLOOK | 
INDUSTRIAL PRODUCTION®* (FRB) — | 1947-’9-100 | Nov. 14700145 s«iB stabilizing prices (after a two-year up- —_ 
Durable Goods Mfr 1947-'9-100 | Nov. 166 164 161 trend), relatively sluggish consumer buy- 
Nondurable Goods Mfr 1947-'9-100 vee 131 130 130 ing of hard goods, and a significant loss 
panei 1947-'9-100 | Nov. 130 129 125 of interest in accumulation of inventory. | | | — 
“ Under these conditions, the typical gross | | | = 
RETAIL SALES* $ Billions Oct. 16.1 16.0 15.8 national product forecast of about $430} | | » 
Durable Goods $ Billions Oct. 5.5 5.4 5.8 billion for 1957 makes sense, but itleaves | | | N 
Nondurable Goods. $ Billions Oct. 10.6 10.7 10.0 very much open the question whether G 
Dep't Store Sales 1947-'9-100 | oet. 122 129 122 business will be facing a serious decline 
— by late in the year. 
MANUFACTURERS’ ¢ « @ | PER 
New Orders—Total*______| $ Billions Oct. 28.7 28.1 27.5 CAPITAL OUTLAYS — The evidence on - 
Durable Goods $ Billions Oct. 14.5 14.3 14.1 early 1957 trends for this key sector is | | c 
Nondurable Goods___| $ Billions Oct. 14.2 13.8 13.4 now in, and the results are not highly | | P. 
Shipments* $ Billions Oct. 28.2 27.6 26.6 encouraging. According to the Commerce col 
Durable Goods $ Billions Oct. 14.2 13.7 13.3 Department's regular quarterly survey of i ¢ 
Nondurable Goods __________| $ Billions Oct. 14.0 13.9 13.4 businessmen’s intentions to spend on plant | § | C 
and equipment, the rate of such outlays ; Oo 
BUSINESS INVENTORIES, END MO.* | $ Billions Oct. 87.1 86.5 80.9 in the first quarter of 1957 will be only R 
Manufacturers’ $ Oitions Oct. 50.7 50.1 5.4 a shade above the rate in the preceding | PLA 
Wholesalers’ $ om Oct. 13.1 13.0 12.2 | quarter. This is the first indication of = 
Retailers’ $ Billions Oct. 23.3 23.4 23.3 a slowdown in plant and equip- aa 
Dept. Store Stocks ES | On. 142 139 130 ment spending, after a rise of spec- | 
CONSTRUCTION, TOTAL $ Billions Nov. 3.8 4.1 37 | tacular proportions over the past /— 
: mn eighteen months. The annual McGraw- 
Private $ Billions Nov. 2.7 2.8 2.7 . MW 
Seiad $ Billions rc nd ny = Hill survey of the same sector shows an 
mn Che $ Billions “i ‘a ue “ annual total of plant and equipment out- | Ste 
Housing Starts*—a Thousand Nov. 1,060 1,050 —‘'1;,179 lays in 1957 about 10% above 1956. | Aut 
Contract Awards, Residential—b $ Millions ise. 625 656 726 But at the beginning of 1957 the rate of pe 
a Gtet $ Millions 0 ‘am ta cee spending is already as high as is fore- ~m 
; cast for the year as a whole. That means - 
EMPLOYMENT that the key business stimulant of 1956 od 
Total Civilian Millions Nov. 65.3 66.2 67.2 has moved into a position of neutrality Dep 
Secale Millions Stew. 52.4 52.4 513 for 1957. And a substantial number of Dem 
Government Millions Nov. 7.3 7.3 7.0 analysts expect it to be an important Busi 
eaiie Millions iia. 115 113 112 weakness in business by late in the new 
Peters Millions Stew 13.3 13.4 13.5 year. Main reasons for the slow- re 
Hours Worked Hours Nov. 40.6 40.7 41.2 down in plant and equipment: re 
Hourly Earnings Dollars Nov. 2.03 202 1.93 | tight money, high borrowing costs, — 
Weekly Earnings Dollars Nov. 82.42 82.21 78.50 | low corporate liquidity, and plenty 
of capacity in a large and growing | — —_— 
PERSONAL INCOME*___| $ Billions Oct. 332.6 329.5 311.6 number of industries. Me. 
Wages & Salaries. $ Billions Oct. 230 229 215 Vee ont 
Proprietors’ Incomes $ Billions Oct 52 51 49 HOUSING GETS A BREAK as the FHA 300 
Interest & Dividend $ Billions Oct. 30 30 28 rate on its guaranteed mortgages is er 
Transfer Payments. ; $ Billions Oct. 19 19 17 moved up to 5% from the anachronistic 3 
Farm Income $ Billions Oct. 16 15 15 42% that prevailed throughout 1956. 9 i 
Early in the new year, Congress is ex- 73 
CONSUMER PRICES. 1947-’9-100 Nov. 117.8 117.7 115.0 pected to raise the VA rate to 5%. The 41 
Food 1947-'9-100 | Nov. 112.9 113.1 109.8 effect will be to make mortgage invest- + 
Clothing 1947-9-100 | Nov. 107.0 106.8 104.7 ment more competitive with other invest- a 
Housing 1947-9-100 | Nov. 123.0 1228 120.9 ment outlets. But that does not necessarily ae 
ae & anene ome that nag = ae more a + 
; into the sorely hit homebuilding industry; 
All Demand Deposits*___________| $ Billions Oct. 106.1 106.7 1048 | ; ' , 4 
Sock ebin’—e nities cn aie cca on : may simply mean that other bidders ac 
aT eT am aN vn or long-term funds will have to bid a 9 ¢ 
: ‘3 $ Billions Oct. 29.9 29.7 25.3 little more to get the same amount of 7 < 
instalment Credit Extended? __ $ Billions Oct. 3.4 3.2 3.3 money. In other words, a rise in mortgage 7 
snsnmanietentananienmmmmmmel \hennen Oct. 3.2 3.1 3.0 interest rates may contribute to a further : 
FEDERAL GOVERNMENT rise in all long-term rates. 51 
Budget Receipt $ Billions Oct 3.2 6.2 2.7 at oe 6 i 
Budget Expenditures $ Billions Oct. 6.0 49 54 | AUTOMOBILES AGAIN—Janvary + 
Defense Expenditures_____| $ Billions Oct. 3.7 3.1 3.1 | should be pay-off month on bets regard- 3 F 
Surplus (Def) cum from 7/1__! $ Billions Oct. (28) (1.3) (27) | ing the size of the 1957 automobile —_ 
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| | QUARTERLY STATEMENT FOR THE NATIONAL ECONOMY 
OK | PRESENT POSITION AND OUTLOOK 
— | In Billions of Dollars—Seasonally Adjusted, at Annual Rates 
ma } 1956 __1955—__|_ market. In November, shortages at deal- 
SERIES i T 1 TT) ers prevented a full test of the market's 
gh a Quarter Quarter Quorter Quarter ability to absorb cars. Even in December, 
ory. ; | as : . 
oy | | | GROSS NATIONAL PRODUCT 4138 4083 4034 396.8 continuing shortages, particularly in the 
430 | | Personal C pti 266.8 263.7 261.7 257.8 Chrysler lines and in Mercury showrooms, 
| | Private Domestic Invest 65.1 64.2 63.1 62.3 may have affected sales. What reliabie 
ives | Net Foreign Invest t 1.7 17 0.1 0.2 : : 
a | anecaianameatieainiaae 90.2 787 788 48 evidence — - on December = sales 
line Rateeul 472 46.1 464 466 is not particu arly encouraging, however. 
State & Local 33.0 32.6 32.1 29.9 Sales rates in the first half of De- 
| PERSONAL INCOME 327.0 322.9 317.5 309.6 cember ran slightly below a year 
- Tax & Nontax Payments 38.8 38.) 37.3 35.9 ago, and a certain amount of price 
: : Disposable Income 288.2 284.9 280.2 273.8 discounting has already appeared, 
hiy : Consumption Expenditures___ 266.8 263.7 261.7 257.8 notably among some of the biggest sel- 
wi Fenanat Sevtag~2 ate 212 18.6 15.9 lers. Early optimistic estimates of the 
— CORPORATE PRE-TAX PROFITS*___ n.a. 42.9 43.7 43.5 1957 market, which ran as high as 6.75 
' j Th ° 
S Corporate Taxes n.a. 21.7 22.1 22.0 million cars, are being toned down some- 
ant j Corporate Net Profit n.a. 21.3 21.6 21.5 hat. to below 6.5 million 
ays | Dividend Payment 12.3 12.2 11.8 11.0 oe Dae 
nly Retained Earnings. n.a. 9.1 9.8 10.5 
‘ BUSINESS INVENTORIES — They are 
ing | PLANT & EQUIPMENT OUTLAYS._ 36.3 34.5 32.8 29.7 u s . . . Y 
‘ still not seriously out of line with sales. 
hag | THE WEEKLY TREND In fact, at retail levels they look low 
_ rather than high. But note that they 
eC- | Week Latest Previous Year . teadil rticularl 
nat Unit Ending Week Week Ago ore growing steadily, par iculartly 
| -|- ——————| in durables manufacturing. And 
ae | MWS Business Activity Index*___ | 1935-’9-100 Dec.15 | 292.5 290.1 286.1 note also that much of the growth is 
| MWS Index—per capita* 1935-’9-100 Dec. 15 225.4 223.4 223.3 now in finished goods, usually a sign 
op | Steel Production % of Capacity Dec. 22 | 102.0 102.0 96.9 that production is running a little too far 
36. | Auto Production ™ y Dec. 22 | 187 pi < ahead of sales. If inventory continues to 
of | Copetene reduction ene vee oe = ~ 4 row at its current rate, it should be a 
re- Lumber Production____ | Thous. Board Ft. Dec. 15 222 232 240 9 . Pgs 
onal Electric Power Output*___ | 1947-"49-100 Dec.15 | 2226 2224 211.5 | Sign of trouble for mid-1957. (Industry 
56 Freight Carloading Th d Cars Dec. 15 | 717 738 715 specialists estimate that fully 10% of 
i Engineering Constr. Awards__| $ Millions Dec.13 | 528 323 349 present steel output is now going into 
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Trend of Commodities 





SPOT MARKETS — Sensitive commodities continued to recede 
in the two weeks ending December 20, in line with the improve- 
ment in the Middle East situation. Businessmen and speculators 
who had bought feverishly when the conflict was at its height, 
are now, in many cases, trying to unload burdensome holdings. 
The high cost of money and difficulties in borrowing to carry 
large inventories are also persuading many businessmen to 
lighten up on stocks of goods. The Bureau of Labor Statistics’ 
index of 22 leading commodities was down to 92.3 on December 
20, off 2.3% from its November peak. This index has already 
lost half of its October-November runup but shows few signs 
of stabilizing, even at these levels. In the latest two weeks, all 
major components of the index were lower, with greatest weak- 
ness in metals and raw industrial materials. 


FUTURES MARKETS — Futures Markets were rather mixed in 
the two weeks ending December 21, although declines out- 
numbered advances. The Dow-Jones Commodity Futures Index 
lost another 1.54 points during the period to close at 162.36. 
At this level the index was some 4% points under the peak of 
only three weeks ago. 

Wheat prices were mixed in the period under review, with 
near months advancing while new crop options were little 
changed. Relative softness in the later delivery months reflected 
profit-taking after release of the Agriculture Department’s 
wheat forecast, which indicated that acreage seeded to 1957 
wheat would drop to 36.8 million acres, versus 44.5 million 
acres a year earlier. Cut in acreage was attributed to a com- 
bination of drought and the soil bank program. 
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Low of Year 149.8 1507 1538 1748 9939 555 ||!90 poe 
Close of Year 153.1 166.8 1894 105.9 84.1 JUNE JULY AUG. SEPT. OCT. NOV. DEC. 
464 THE MAGAZINE OF WALL STREET 








ee 


The 


any 
and 
sub: 
is si 
oa 3 
= % 


3. 
4. 


raf 
pores 
"“ece 
can . 
dence 
deve 

N 
imp 
duce 
mis: 
men 
and 
Nav 
mis: 
nucl 
uses 

N 
Sept 
981, 
hist 
fror 
inco 
sion 
was 
decl 
349, 
per 
of « 
Sept 
a sl 
veal 

T 
attr 
com 
deve 
pro} 
opm 
men 
that 


JAN 





ed in 

out- 
index 
2.36. 
ak of 


with 
little 
ected 
ent’s 
1957 
lion 
com- 























The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. The service in conjunction with your 
subscription should represent thousands of dollars in value to you. It 
is subject to the following conditions: 

1. Give all necessary facts, but brief. 

2. Confine your requests to three listed securities at reasonable 


intervals. 


3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





North American Aviation 

“With military expenditures for air- 
raft expected to continue huge for the 
foreseeable future, I am interested in 
‘eceiving information on North Ameri- 
can Aviation as regards earnings, divi- 
dends, backlog and important new 
developments.” A. L., Atlanta 

North American Aviation is an 
important military aircraft pro- 
ducer. It also is a leader in guided 
missiles, rocket engines, arma- 
ment rockets, aircraft electronics 
and is developing the Air Force’s 
Navaho intercontinental guided 
missile. It also is a builder of 
nuclear reactors for nonmiltary 
uses. 

Net sales for the year ended 
September 30, 1956, were $913,- 
981,913, the highest in company 
history. Despite record sales up 
from $816,676,329 in 1955, net 
income after all costs and provi- 
sions for Federal income taxes 
was $28,760,962, representing a 
decline from the 1955 net of $32,- 
349,176. This was equal to $3.59 
per share on the 8,015,077 shares 
of capital stock outstanding at 
September 30, compared to $4.04 
a share for the preceding fiscal 
vear, 

The decrease in earnings was 
attributed to the expansion of 
company-sponsored research and 
development work, and a larger 
proportion of research and devel- 
opment activity for the Govern- 
ment under cost-type contracts 
that must be utilized when exact 
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requirements cannot be _ estab- 
lished. 

North American’s backlog of 
unfilled orders, as of September 
30, amounted to $1,285,000,000. 
This compared with a backlog of 
$1,156,000,000, at the end of the 
1955 fiscal year. Including an ad- 
ditional $421 million estimated to 
be required for full implementa- 
tion of contracts held by the com- 
pany, total backlog of unfilled 
orders at the end of 1956 fiscal 
year would be $1,706,000,000. 

Earlier in 1956, the stock was 
split 2-for-1 and the authorized 
shares of capital stock were in- 
creased from 6 million to 12 mil- 
Jion shares. Thereafter, 1,145,011 
additional shares were offered to 
shareholders. The company ac- 
quired $42,391,509 net additional 
capital through the sale of this 
stock. 

For the fourth quarter of the 
1956 fiscal year, total sales and 
other income amounted to $280,- 
829,799. Net income for the fourth 
quarter was $6,438,110. 

With a favorable outlook in 
most of its activities and a back- 
log slightly higher than a year 
ago, the company anticipates on 
the basis of present schedules that 
sales during 1957 will equal or 
exceed 1956 sales. 

Substantial progress was made 
during the year in the construc- 
tion of new facilities and in plans 
for further expansion of the com- 


pany’s various activities. Capital 
expenditures for the past year 
were $23,683,099, compared to 
$11,334,958 in 1955. 

New facilities include two wind- 
tunnels for aircraft and missile- 
development work, One is being 
planned for the Columbus division 
and the other, larger $5 million 
trisonic tunnel is nearing comple- 
tion at the Los Angeles plant. A 
$13 million Government-owned 
rocket engine facility now is 
under construction at Neosho, 
Missouri, for use by the company. 

During 1957, the company’s 
seven operating divisions continue 
research and development on 
rocket engine, atomic energy and 
electro-mechanical projects in 
addition to development and pro- 
duction of aircraft and missile 
contracts. Company projects in- 
clude continued development of 
rocket engines for the nation’s 
intercontinental and intermediate- 
range ballistics program and 
construction of several types of 
nuclear reactors and prototypes 
for power and research purposes. 

In addition to the 40-cent quar- 
terly dividend on the new split 
stock, the company paid an extra 
40 cents per share on October 5. 
Dividends adjusted to the present 
stock totaled $2.25 per share in 
1955. 

Oliver Corp. 

“I have been told that the farm-equip- 
ment business has recently shown some 
improvement in demand after the sharp 
contraction shown most of this past year. 
Thus, I would be interested in receiving 
late data on Oliver Corp. and please in- 


dicate what the prospects are over com- 


N. C., Nashville, Tenn 


ing months.” 


Oliver Corp. makes farm equip- 
ment (tractors, plows, cultiva- 
tors, harrows, combines, harvest- 
ers, corn pickers, hay balers, 
etc.) ; industrial and construction 
equipment (crawler tractors, 
earth-moving equipment, hydrau- 
lic pressers and power control 
units, conveyor systems, outboard 
motors, etc.). 

Net sales of Oliver Corp. for 

(Please turn to page 490) 
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Keeping Abreast of 


Corporate Developments 


The fruits of research add zest to living and bol- 
ster corporate profits. Competition in the Atomic 
Age makes research and development budgets noth- 
ing less than a form of corporate life assurance. 


Burroughs Corp. has just introduced a revolu- 
tionary “electronic filing” device which uses mag- 
netic tape to provide compact storage and rapid 
access to mountains of business facts. Company 
claims its new “Datafile’”’ system can supply 10 times 
the maximum file capacity of any other data-pro- 
cessing equipment now available. Memory limit of 
new system is set at unprecedented 200 million char- 
acters. Any given record can be automatically sorted 
out, processed and refiled in seconds, company says. 
Also newly-unveiled is a 10-key electric adding ma- 
chine designed for greater operating simplicity, and 
a desk-size electronic computer—reportedly 40 times 
faster than desk calculator. Research and develop- 
ment expenditures for first nine months of 1956 ran 
$4 million over corresponding 1955 period. Research 
center at Paoli, Pa., is being expanded. Earnings for 
first nine months of 1956 were $1.49 per share, up 
23 cents from like period of 1955. 


International Business Machines Corp. presents a 
new model electric typewriter designed for use as 
an input-output device for data-processing. Used in 
conjunction with computers, measuring and record- 
ing instruments, scales and meters in such applica- 
tions as engine testing, liquid flow through pipelines, 
production control, wind-tunnel research, etc., it can 
automatically provide a visual record, at 120 words 
a minute. In development for the Atomic Energy 
Commission is a “super-computer.” Details still are 
to be worked out, but rough specifications indicate 
machine may be 100 to 200 times as fast as any 
comparable general purpose computer, and able to 
perform 100 billion arithmetical operations in one 
day. First nine months of 1956 showed per share 
earnings of $9.38, up $1.88 from comparable 1955 
period. 
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Radio Corp. of America has just anounced a new | 
memory device that will enable electronic computers | 


to store more than a million facts in the space of a 
shoe box, and recall any or all of the items in an 
infinitesimal fraction of a second. Dr. Irving Wolfe, 
vice-president of research, states the new unit 
“opens the way to major advances in efficiency in 
electronic computers and data-processing systems.” 
Company has just received order from Closed Cir- 
cuit Telecasting System, Inc. of New York for 40 
auditorium-size compatible-color television projec- 
tion systems for use in a national closed-circut 
service. The units also could be used for projection 
of closed-circuit monochrome programs. Per share 
earnings for first nine months of 1956 were $1.82, 
against $2.04 for like period of 1955. 


Union Carbide & Carbon Corp. has just formed 
the Union Carbide Research Institute to engage in 
basic scientific research. It is to be at company’s 
Westchester property near Tarrytown, N. Y. Cor- 
poration also plans an experimental] farm in Clayton, 
N. C., area to test agricultural chemicals. $3.53 per 
share was earned in first nine months of 1956, com- 
pared with $4.86 for all of 1955. New 90-cent divi- 
dend, paid December 1, represents a 15-cent hike 
from previous quarterly rate. 


Carrier Corp. chairman Cloud Wampler says com- 
pany plans capital expenditures of $30 million over 
next two or three years. One-third would be spent 
in Syracuse for research, production and adminis- 
tration, and about $6.5 million for construction of a 
plant on the Pacific Coast. Just developed is a five- 
horsepower heat pump. It would cost about $3,000 
installed in Southern areas, and $3,500 in the North. 
The pump providing heat in the winter and cool air 
in the summer, would use electricity as its fuel. A 
new engineering facility for company’s Unitary 
Equipment division at Syracuse has just been dedi- 
cated. Company has contract to air-condition Capital 

(Fivase turn to page 490) 
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Looks like water, but... 


it’s really an amazing chemical bringing you 


wonderful new textile fibers, plastics. and rubber 


FROM NATURAL GAS, air, and ammonia, science has 
created one of the most versatile of modern chemicals 
~a crystal-clear liquid called acrylonitrile*. This useful 
chemical is the stepping stone to an ever-increasing 
number of man-made wonders that lead to more new 
things for all of us. 

Dynel, Union Carbide’s remarkable textile fiber, is 
made from acrylonitrile. Fluffy and soft, this tough 
fiber is woven into everything from work clothes to eve- 
ning dresses. And women everywhere are excited about 


the new furlike coats made with Dynel. 


Synthetic Rubber made from acrylonitrile goes into 
shoe soles, gasoline hose, and many industrial products 


that must withstand hard use. When certain plastics are 


‘Pronounced: A-krill’o-ni-treel 





SYNTHETIC ORGANIC CHEMICALS 
Dynel Textile Fibers ELECTROMET Alloys and Metals 
UNION CARBIDE Silicones 


UCC’s Trade-marked Products include 
CRAG Agricultural Chemicals 
HAYNES STELLITE Alloys 
BAKELITE, VINYLITE, and KRENE Plastics 


blended with acrylonitrile. they become shock resistant 


and gain a toughness that helps them last much longer. 


Acry lonitrile is only one of over 400 chemicals made 
by the people of Union Carbide. They are constantly 
at work developing still more chemicals to make better 
products possible. 

FREE: Learn how Union Carbide products and research 
help satisfy basic human needs. Write for “Products and 
Processes” booklet F. 


Union CARBIDE 


AND CARBON CORPORATION 
30 EAST 42ND STREET UCC NEW YORK 17, N. Y¥. 


In Canada: UNION CARBIDE CANADA LIMITED, Toronto 





Prest-O-LiTE Acetylene 
LINDE Oxygen 
PYROFAX Gas 


EVEREADY Flashlights and Batteries 
PRESTONE Anti-Freeze 


NATIONAL Carbons UNION Carbide 











Solving Foreign Oil Dilemma 





(Continued from page 436) 


so much more oil than the out- 
moded 15,300-ton jobs, that it is 
believed it would be profitable to 
send them the long way around 
the bottom of Africa. 

Bethlehem Steel has received a 
contract from foreign interests 
for a 100,000-ton tanker, which is 
slated for delivery in 1960. Her 
draft of more than 47 feet, when 
loaded, would be too deep for 
either the Suez or Panama Canal. 
However, she could traverse Suez 
in ballast. You can expect orders 
for more 100,000-ton tankers, 
from foreign and domestic inter- 
ests. 

In a country where the typical 
tanker is a T-2, a 15-knot job 
built during World War II and 
capable of lifting 15,300 tons of 
cargo, there is considerable re- 
spect for National Bulk Carriers, 
which is getting the world’s big- 
gest tankers off the ways of Japan. 
Indeed, not many ports in the 
world could handle the 84,000-ton 
Japanese-built tanker that Na- 
tional Bulk has chartered to Stand- 
ard Oil Co. (California). Calso 
uses that jumbo job to lift oil 
from Sumatra for delivery to the 
West Coast of the United States. 
National Bulk has talked about 
even bigger tankers—in the 100,- 
000-ton class. The largest tanker 
afloat is the 85,500-ton Universe 
Leader, which lifts more than 
600,000 barrels of oil. The Beth- 
lehem job for a 100,000-tonner 
will be capable of hauling 825,000 
barrels of oil. 

It will take quite a bit of make- 
ready for American yards to han- 
dle tankers of the 100,000-ton 
class. The largest tanker now 
building in this country is a 
45,000-ton job at the Quincy, 
Mass., yards of Bethlehem Steel 
Corporation. 

Parenthetically, it might be 
noted that supertankers will out- 
mode even port facilities. Thus, in 
Philadelphia, a plan to enable 
these big jobs to unload their cargo 
to a pipeline under Delaware Bay 
has been announced. Atlantic Re- 
fining Co., Sun Oil Co. and Cities 
Service Co. have joined in forming 
a pipeline company that will build 
the pipeline and unloading bulk- 
head at a cost of $40 million to $50 
million. 
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(The pipe, to be laid under the 
bay to a point several miles off- 
shore, would permit the unloading 
of deep-draught ships that can’t 
navigate in the present 40-foot 
Delaware River channel at Phila- 
delphia. The pipe would lead to a 
“tank farm” ashore where oil 
would be stored for shipment in- 
land. The project will take a few 
years to complete.) 


Shipyard Orders Due to Mount 


Until December, there was not 
any comprehensive program in 
the works. Prior to the announce- 
ment by the oil industry of inten- 
tions to increase world tanker 
capacity to almost 72 million tons 
from the present approximate 43 
million, news was made by com- 
panies such as Overseas Naviga- 
tion Corp. of New York. That 
company placed an order with 
Bethlehem (incidentally, our No. 
1 builder) for a tanker of 32,650 
deadweight tons. This is the kind 
of ship that is ideal for Suez, 
which can take up to 38,500 dead- 
weight tons. The largest tankers 
capable of navigating the canal 
draw about 35 feet of water with 
a cargo of some 260,000 barrels 
of oil. 

Suez would be able to do 
slightly better, of course, if an 
improvement program (there 
have been many over the years) 
for the canal were undertaken. 
And there is no doubt that the 
United States would be ready to 
stand treat for such a project 
as a nominal down-payment on 
Middle East peace. 


Building of 27 Ships Approved 


The comprehensive plan that 
took shape last month called for 
the building of 27 new tankers 
at a cost of about $300 million. 
The National Petroleum Council, 
the oil industry’s advisory board 
to the Department of the Interior, 
has a major problem in the short- 
age of shipbuilding facilities. The 
shipbuilders have a_ large-size 
headache of their own — getting 
steel. Their dilemma could be 
solved partially if the Govern- 
ment would include tankers in the 
system of defense priorities, 
which would mean tanker-build- 
ers’ orders to steel plants would 
get priority comparable to those 
of defense contractors. However, 
the Government, 10 days ago, 
ruled out such preferential treat- 
ment, 
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Two of the new ships approved | 
in December are in the 65,000- 
ton category. The others range 
down to 25,000 tons. Let us pro- 
ceed to examine the trend in| 
tanker sizes. 

Not only have tanker sizes 
grown, but the volume of orders 
has burgeoned, too. Thus, from 
January of 1950 to June 30, 1956, 
tankers under construction and/ 
or on order added up to 20,452,- 
000 tons. That was the sum total 
for six and a half years. Tankers 
under construction and/or on or- | 
der last summer alone totaled | 
18,165,000 tons! The new con- 
struction approved in December 
alone would add 1,088,000 dead- 
weight tons of capacity to the 
tanker fleet. 


Taking Up the Slack 


Gulf Oil Corp. has a tanker pro- 
gram that is worthy of note. It has 
embarked on construction pro- 
gram that would just about double 
its tonnage under the United 
States flag. It is calculated that the 
program, when completed in 1960, 
would give that company the big- 
gest domestic tanker fleet. 

Gulf is committed to the build- 
ing of four tankers of 32,600 
deadweight tons, six of the 29,500- 
ton class and the “jumboizing” of 


a 


_ oo 


nine T-2 tankers. This would place | 


about 800,000 deadweight tons of 
Gulf tankers under the U. S. flag. 
The 10 new tankers will be built 


by Bethlehem. Three “jumboiz- | 


ing” jobs will be done by Bethle- 


hem and the remaining six by | 


Maryland Shipbuilding & Dry 
Dock Co. 

Jumboizing consists of building 
an entire new center section for a 


ene 


1. eae 


vessel. The existing ship then is | 


cut off at the bow and stern, which 
are subsequently joined to the new 
section. 

This $114 million building and 
modernization gives Gulf the 
right, under trade-out-and-build, 
to transfer the flag on some 20 of 
its existing fleet. However, at the 


present juncture the company can | 


use every tanker it has, hence it 
does not contemplate taking ad- 
vantage of the transfer right. 
Thus is the long-time post-war 
slack in the American shipbuild- 
ing industry being taken up. Our 
yards, which are booked solidly 
for the next few years, now can 
expect to get hundreds of mil- 
lions of dollars in orders for 
tankers as a result of this Gov- 
(Please turn to page 470) 
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ernment’s  trade-out-and- build 
program. This program was 
evolved a few years ago, when 
the American shipbuilding people 
were in the famine phase of their 
feast-or-famine history. The pol- 
icy was designed to stimulate new 
construction, but it took an Egyp- 
tian dictator to implement it. 

Before the oil industry set 
forth plans in December to add 
27 tankers, Americans had orders 
for 57 tankers. They ranged up 
to 45,000 deadweight tons. Under 
trade-out-and-build, the Maritime 
Administration had approved in 
principle 26 applications that in- 
volved transfer of 164 United 
States flag cargo vessels and tank- 
ers, in return for which the appli- 
cants had agreed to build 44 new 
tankers of capacity equal to ves- 
sels transferred abroad. Other 
applicants had the Federal agen- 
cy’s tentative approval for the 
construction of 13 tankers for op- 
eration under foreign flags. The 
latter group ranged from 25,000 
to 100,000 deadweight tons, with 
most of them in the 45,000-ton 
class. No transfers were involved 
here. 

Thus, American merchant- 
tanker interests will be transfer- 
ring, in most instances, the out- 
dated, slow bottoms built during 
World War II to foreign flags 
while gaining a larger fleet of 
new, fast tankers. 


Trade In and Build, Too 


Oil shippers also have had re- 
course to the “trade-in-and-build” 
program of the Government, an- 
other device to modernize a tank- 
er fleet that Navy “brass” calls 
“the most antique in the world.” 
Under this program, ships 10 
years or more old may be turned 
over to the Government for layup 
in the reserve fleet. Bethlehem 
has built a number of tankers 
for Cities Service Co. under this 
program. 

If our yards are not moving at 
anything like the pace that tanker 
demand would seem to indi- 
cate, it must be remembered that 
steel is hard to come by and, be- 
sides, only a handful of shipyards 
have anything like the needed 
equipment and skills to handle the 
tankers that range beyond 60,000 
tons. As an example, Bethlehem 
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can handle the jumbo jobs at its 
Quincy and Sparrows Point, Md., 
yards. The order for a 32,650-ton 
job, placed with Bethlehem a few 
weeks ago by Overseas Naviga- 
tion, is to be built at the San 
Francisco yard. 

Others capable of handling the 
big jobs are Newport News Ship- 
building & Dry Dock Co. of New- 
port News, Va., which ranks 
second only to Bethlehem as a 
shipbuilder ; New York Shipbuild- 
ing Co. of Camden, N. J., Sun 
Shipbuilding & Dry Dock Co. of 
Chester, Pa., and Ingalls Ship- 
building of Pascagoula, Miss. All 
of these, including Bethlehem, 
would have to revamp their yards 
at multi-million-dollar cost to 
take on the jumbos. 


The Elusive Steel Plates 


An admiral, who sympathizes 
with the all but hopeless struggle 
by shipbuilders to get enough 
steel, told this writer: “Even if a 
fellow had a priority on steel 
plates and placed the order today, 
he wouldn’t get the steel until 
next September. And since he 
doesn’t have a priority, he’ll prob- 
ably have to wait until 1958.” 

While Navy “brass” doesn’t 
like to tangle with civilian Gov- 
ernment, there is no little feeling 
in military circles that it will take 
more than voluntary action to 
keep steel moving to shipbuilders. 
“There is too great a utilization 
of steel in consumer goods to get 
this thing moving properly,” as- 
serted one officer. 

If shipbuilders and steelmasters 
no longer believe in Santa Claus, 
the Government, in large measure, 
is to blame. For the shipbuilders 
woke up the day after Christmas 
to find that the Government had 
declined to give them priorities for 
tanker construction. And the steel 
industry at the same time got the 
unhappy news that its bid for bil- 
lions of dollars of pending applica- 
tions for tax-amortization certifi- 
cates had been rejected. 

In dismissing the request for 
priorities, the Government stated : 

“The extension of the Defense 
Materials System to any defense- 
supporting item would result in 
providing that item with addi- 
tional materials only by taking 
away from the production of some 
other item. In many instances the 
segments of United States indus- 
try that would be deprived of 
some of their materials would also 
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be defense-supporting in char- 
acter.” 

Still, tankers are vital, espe- 
cially the giant bottoms. 


After Suez Is Cleared 


Plainly, then, the trend in 


tanker construction in this coun- 


try and elsewhere in the Free! 


World is toward all-out produe- 
tion, with major emphasis on 
larger-size bottoms. Suez, to be 
sure, will be the favored route 
of tankermen for some time to 
come after salvage fleets mus- 
tered by the United Nations re- 
move the cork from the bottle- 
neck. 

But henceforth we shall witness 
greater emphasis on the jumbo 
units (not necessarily 100,000 
tons of deadweight) that will! 
move to Europe or the States by 
way of the Cape of Good Hope 
and return in ballast via the 
canal. It has not been lost on the 
oil industry that a supertanker 
can carry over 20 million gallons 
of oil in a single voyage, whereas 
the 40,000-ton vessels designed 
for Suez use are capable of haul- 
ing only half as much. While the 
bigger tankers cost more to build 
and require slightly larger crews, 
there is considerable belief that 
they are more economical than the 





smaller units which have plied the | 


Suez route. 

Harry Benford, associate pro- 
fessor of naval architecture and 
marine engineering at the Uni- 
versity of Michigan, has compiled 
charts and statistics over the past 
year designed to show that a 
United States-built and operated 
supertanker on the Cape of Good 
Hope route would be a better in- 
vestment than a smaller Ameri- 
can ship using Suez. He also has 
said that if a supertanker were 
built abroad and operated under 
a foreign flag the rate of return 
on an investment would be 30% 
higher than that of a smaller 
United States ship, 15% higher 
than a smaller foreign vessel and 
20% higher than one of our super.- 
tankers of equal size. Returning 
in ballast by way of Suez on each 
voyage, a foreign supertanker 
might pay for itself in as little 
as two years, according to Pro- 
fessor Benford. Ships built in this 
country cost (at best) half again 
more than those built abroad, in 
addition to which American crew 
costs are four to five times greater 
than our foreign competitors. 

(Please turn to page 472) 
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“Offational Accounting Machines save us *26,500 
a year...paying for themselves every 6 months.’’ 


—WEBB & KNAPP, INC., New York 


“National accounting machines save us 
$26,500 a year, thus repaying our in- 
vestment about every 6 months. 
“Nationals render several benefits on 
our operation of real estate records. 
Statements are mailed promptly to all 
our tenants, with everything proven to 
be correct before they are mailed. We 
could not operate properly today with- 


out this promptness of mailing, com- 
bined with assured accuracy. 

“The machines’ simplicity, and the 
large part of our work that they do auto- 
matically, make it easy to train oper- 
ators. And our operators are happier 
because their work is made easier.” 
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Secretary 
& Treasurer 


THE NATIONAL CASH REGISTER COMPANY, pvarron 9, on10 


989 OFFICES IN 94 COUNTRIES 


In your business, too, Nationals 
will pay for themselves with the 
money they save, then continue 
savings as annual profit. Your 
nearby National man will gladly 
show you how. (See the yellow 
pages of your phone book, or 
write us at Dayton 9, Ohio.) 


#TRAODE MARK REG. U.S. PAT. OFF 
Wattonal 3 
ACCOUNTING MACHINES 
ADDING MACHINES - CASH REGISTERS 
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If there is no little forward 
thinking within the councils of 
our oil industry and in Washing- 
ton, there also is action to meet 
the dire needs of Western Europe, 
which has been feeling since No- 
vember the reduced flow of Mid- 
east oil. Not only is the cork in 
the Suez bottle, but the Iraq 
Petroleum Co. pipeline no longer 
functions because the Syrians, 
across whose land the pipe is laid, 
have blown up the pumping sta- 
tions. 

The Mideast was producing oil 
at an annual rate of 176 million 
tons until Nasser seized the canal. 
Of this total, 41% was moved 
through Suez, 24% was pumped 
through pipelines to the Mediter- 
ranean and the remaining 35% 
either consumed locally, used as 
bunker fuel for tankers or ex- 
ported to countries east of Suez. 
It is no exaggeration to say that 
Europe would not be in a serious 
plight today if the Iraq Petroleum 
line from Kirkuk fields to Banias 
on the Syrian coast was in work- 
ing order. Some measure of the 
importance of this pipeline may 
be gleaned from the fact that 75% 
of Iraq’s oil moves by pipe to the 
Mediterranean. 

Although the cease-fire ac- 
cepted by Anglo-French forces in 
Egypt has been variously credited 
to pressures from the United 
Nations, the Soviet Union or the 
United States (or a combination 
of these), there is no question 
that a determining factor was the 
lack of oil in those European 
countries, which threatened to 
bring their economies to a swift 
halt. After all, it was the lack of 
oil within their own borders that 
roused them to the danger of 
Nasser in the first place. 

The United Kingdom produces 
little more than a thousand bar- 
rels of oil a day, less than a good 
Texas well. France produces less 
than 25,000 barrels daily and 
Western Germany about three 
time that amount—a small frac- 
tion of their needs. Britain and 
the countries on the Continent 
friendly to us consume on the 
order of 2.5 million barrels of oil 
each day, 80% of which normally 
is drawn from the Mideast. With 
the Mideast flow slashed in half, 
these countries had to turn to the 
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Western Hemisphere (principally 
the United States and Venezuela) 
for oil. 

Early in December, this coun- 
try approved plans to get oil to 
Europe. The Interior Department, 
which is supervising the pro- 
gram, approved the switching of 
tanker schedules designed to 
speed deliveries and the Defense 
Mobilization Board ruled that the 
Middle East Emergency Commit- 
tee (major oil companies) need 
not wait for advance Government 
approval to deal with foreign 
nations or domestic producers 
when action was necessary. 

Plans call for shipping even- 
tually about 500,000 barrels of oil 
daily from Gulf of Mexico ports 
to Europe, supplying this country 
and Canadian East Coast ports 
with about 350,000 barrels a day 
of Gulf Coast oil previously re- 
ceived from the Mideast, and re- 
routing tankers from the Persian 
Gulf around Africa to Europe. 
While these plans are effective 
only until March 31, there is scant 
doubt that they will be continued 
beyond that date, as Suez Canal 
and Syrian pipeline repairs are 
proceeding slowly. 

The supply goal of 500,000 
barrels per day to Western Europe 
should be attained around the 
middle of January (it was 400,- 
000 a month ago). Even so, Eu- 
rope will have to get along on 
25% less than normal supply. To 
meet the pinch, gasoline rationing 
was put into effect last month. 


Tankers Are the Problem 


This country produces more 
than 7 million barrels of oil a 
day. That output figure could be 
boosted with an increase in state 
allowables, although stepping up 
the movement of oil to Gulf of 
Mexico ports poses difficulties. 
But the major problem is the 
shortage of tankers. The emer- 
gency schedule is expected to be 
about 25% more effective than 
individual deliveries because of 
more efficient use of tankers. It 
will minimize duplications, mul- 
tiple loadings and discharging, 
split cargoes, long hauling, cross- 
hauling and back-hauling and idle 
time in port. 

If nothing else, the crisis in 
Western Europe stemming from 
the difficulties with Col. Nasser 
(who is still astride the Suez 
Canal) has demonstrated the vul- 
nerability of the Continent and 


the United Kingdom to the whims 
of a petty dictator. Military action 
has failed to solve the problem. 
Assuming that Arab xenophobia 
and Moscow meddling do not 
move on from here to the oilfields 
(a large assumption), then the 
building of tankers that could 
economically use the Cape of Good 
Hope route could be a way out of | 
the present dilemma. END 
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One Big Money-Making 
Family 
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brief time. Silicones start in na- 
ture as sand and oil. In 1953, 
ground was broken for a multi- | 
million-dollar silicones plant 
along the Ohio River in West ' 
Virginia. This plant will expand | 
the company’s capacity manyfold. 
Linde started its research on 
these unique products, which are 
water-repellent and have many 
other interesting characteristics, 
back in the 1930’s. They are mak- 
ing their appearance in long-last- 
ing automobile polishes and fur- 
niture polishes, protective coating 
for masonry walls, and insulation 
for electric machinery. 


And That’s Not All 


This, then, is Union-Carbide 
and Carbon Corp., but the com- 
pany is more—much more. It is a 
global giant. It is, as another 
example, a uranium miner (prob- 
ably the oldest in the country) 
and it also digs in the Far West 
for ores containing tungsten and 
vanadium. Indeed, Carbide may 
be the leading uranium producer, 
but since such figures are “‘classi- 
fied,” it can not be stated flatly. 
Alloys and Metals plans to build 
at Rifle, Colo., a multi-million- 
dollar plant to process uranium 
ores. Carbide also is a giant in the 
growing titanium field. 

But above everything else, Car- 
bide is a research giant. Its busi- 
ness is basic, hence its research 
probably is even more basic than 
that of E. I. du Pont de Nemours 
& Co. or Dow Chemical. At least, 
the feeling at Carbide is that this 
stress on basic research sets it 
apart from the other two giants. 

The growth of Carbide is mani- 
fested in routine ways, too. The 

(Please turn to page 474) 
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A new source of COPPER 


from “the richest hill on earth” 


At Butte, Montana—“‘the richest hill on earth’ — 
copper’s future has never looked better. One reason 
is Anaconda’s activity at Berkeley Pit, where a 
new open pit mining operation is recovering prof- 
itable low-grade copper ore. 


Experimental work at Berkeley Pit, begun in 1954, 
assures an ore reserve of at least 100 million tons. 
Today Berkeley Pit is yielding ever-increasing ore 
tonnages. When fully developed in mid-1957, this 
project alone will be adding 65 million pounds of 


The 


| Anaconda Aluminum Company 
International Smelting & Refining Company 
Andes Copper Mining Company 


copper annually to the world’s supply and will 
continue to do so for many years to come. 

Berkeley Pit is just one phase of Anaconda’s pro- 
gram which assures for Butte a mining future even 
brighter and longer than its long, productive past. 
Meanwhile, Anaconda continues to apply its more 
than 60 years’ experience, not only to the develop- 
ment of new copper sources, but to meeting the 
expanding needs of industry for more and better 
products in the entire non-ferrous metal field. . 


270A 
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family simply has gotten too big 
for its present New York offices. 
Carbide is planning a new sky- 
scraper headquarters at 270 Park 
Avenue. Two new research labo- 
ratories also will be built this 
year. The Union Carbide Research 
Institute will rise on a 280-acre 
site at Elmsford, N. Y., which is 
a commuter’s jump from New 
York. The company already has 
nine basic research labs. Probably 
the most important of all will be 
the research lab to be built in 
Rockland County, also near New 
York City. It will be dedicated to 
research in industrial applica- 
tions of atomic energy. 

Back in 1953, Carbide spent 
$34 million on research activities. 
That figure rose to $40 million in 
1954, to $43 million in 1955 and 
to $47 million in 1956. This year 
it is expected to set a new peak 
of better than $50 million. 

Carbide shortly will be report- 
ing earnings for 1956. These 
should tote up to a record $4.85- 
$4.90 a share. The company 
earned $4.83 a share in 1955 and 
$3.10 in 1954. Earnings last year 
would have been somewhat more 
imposing but for softness in the 
price of polyethylene plastics (the 
field is getting slightly crowded 
and temporary indigestion has set 
in) and the unseasonal weather 
that retarded sales of Prestone. 
Still, the over-all profit margin 
should be relatively favorable. It 
has ranged in the post-war decade 
from 9.6% in 1954 to a peak 
16.3% in 1950. 


Carbide’s a Growth Issue 


The dividend was raised to 90 
cents quarterly in the final quar- 
ter of last year. Prior to that it 
was 75 cents. 

By every standard of measure- 
ment, Carbide is a growth issue. 
The yield, as with all genuine 
growth stocks these days, is mod- 
est. But since the company spent 
about $130 million on plant ex- 
pansion in 1956 and plans to top 
that figure in 1957, stockholders 
have been treated rather well. 

—END 
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Especially Selected Utilities 
For Growth — For Income 
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utilities have also benefitted by 
population and industry growth 
as well as cheap gas for boiler 
fuel, but the principal factor has 
been favorable regulation. 


Regulatory Picture Changing 


The regulatory picture in some 
other areas is becoming a little 
spotty and the private investor 
should follow the lead of insti- 
tutional buyers in judging these 
regulatory developments. In Penn- 
sylvania, for example, regulation 
changed from very unfavorable 
to quite favorable when the Re- 
publicans took over some years 
back. More recently, however, the 
Democrats elected a governor and 
one branch of the legislature 
(which however they lost in the 
recent election). With a some- 
what anti-utility governor the 
State Commission veered to the 
left and has made several deci- 
sions over the past two years 
which were unfavorable to the 
respective utilities involved. 
While the state is still theoreti- 
cally a “fair value” state, deci- 
sions affecting other factors in 
regulation have tended to reduce 
or offset this advantage. 

A somewhat similar trend has 
developed in Louisiana under the 
administration of Governor Long. 
Gulf States Utilities took a rate 
cut last year and the stock had 
quite a sinking spell early this 
year, though later it enjoyed a 
fair recovery. The Louisiana sub- 
sidiary of the Bell Telephone Sys- 
tem also had a very unfair and 
adverse decision on rates. 

In Indiana, Public Service of 
Indiana was denied the rate in- 
crease which it sought a year or 
so ago but by carrying the issue 
to the courts obtained a reversal. 
Theoretically “fair value” is used 
for the rate base in Indiana, but 
as has occurred in Pennsylvania, 
the commission found ways to 
offset the increased earnings 
which might have been allowed 
on this basis, until the state court 
came to the rescue. 


Florida Utilities Earning More 


As will be noted in the table 
on growth utilities (see column 


““% Increase over 1955”) the 


Florida companies are currently | 


making a highly favorable in- 
crease in earnings (the sharp in- 
crease for San Diego G. & E. is 
largely due to a rate increase). 
Florida has, of course, benefitted 
by the influx of tourists and re- 
tired people and the growth of 
light industry; it looks as though 
this could continue indefinitely. 
Florida Power & Light has in- 


creased its dividend payments in | 


each year of the postwar period. 
Florida Power Corp. is promot- 
ing the use of the “heat pump,” 
a convenient central device which 
can be changed from heating t 
cooling by pulling a switch; this 
is now being mass-produced by 
General Electric and should prove 
a huge load builder in the future 
for the southern utilities. Florida 
Power & Light and Florida Power 
Corp. expect to get natural gas 
for fuel in a year or so, to be 
brought across the Gulf by pipe- 
line from Louisiana-Texas; but 
the major benefit of this will be 
passed on to customers. 


Public vs. Private Power in 
Northwest 


The Pacific Northwest would 
rate as a rapid growth area ex- 
cept for the political uncertainties 
of public versus private power. 
President Eisenhower had sought 
to substitute a “partnership pro- 
gram” for the earlier running 
fight between the Public Utility 
Districts (PUDs), and the pri- 
vate utilities. However, the fight 
is being maintained by public 
power interests in Congress, 
which may be reinforced by re- 
cent election results in the states 
of Washington and Oregon. A 
congressional committee, just be- 
for election, made quite a hulla- 
baloo over an earlier proposal to 
merge Puget Sound Power & 
Light and Washington Water 
Power, claiming that Wall Street 
interests and Electric Bond & 
Share had been breaking the 
anti-trust law because they fa- 
vored the merger. Some of these 
same people have been trying 
hard to upset the FPC decision 
permitting Idaho Power to con- 
struct two or three small dams 
at Hells Canyon in place of the 
one very large and very expensive 
dam which the Federal Govern- 
ment (during the previous ad- 
ministration) had desired to build. 
Thus this continuing fight, which 

(Please turn to page 476) 
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. THE YEARS . 
AHEAD ' 


a a a a a a a ee a a ae ee as 


Wr WE ARE NOT accustomed to gazing into 
crystal balls, it is significant to study the present 


plans which Public Service Electric and Gas Company 





has formulated for the future. 


Certainly the fact that the company’s capital expen 
ditures between now and 1965 could exceed one billion 
dollars indicates our belief in the continued growth ol 


our electric and gas systems 


For example, the company expects that its electric 
system load will have increased to about four million 
kilowatts by 1965, which is double the load in 1955. 
In the gas business, the building heating customers have 


increased by 270 per cent since the end of 1950. 


All of this means that New Jersey is growing 





and Public Service is growing along with this great state. 






Industrial development is vibrant; urban redevelopment 










is shown in the “face-lifting” as seen in many New 








Jersey areas, particularly in Newark; residential sec- 






tions continue their healthy population growths. 








The years ahead hold great promise for New Jersey 







and for Public Service. We are dedicated to fulfilling 








that promise. 
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assumes new forms but neverthe- 
less remains a disturbing factor, 
continues to detract somewhat 
from the “growth” benefits of the 
utilities in the Pacific Northwest 
-Puget Sound, Washington Water 
Power, Pacific Power & Light, 
Portland Gas & Electric and 
others. Occasional drought con- 
ditions, and the preference clause 
in the sale of Federal Power at 
Bonneville, are also disturbing 
factors in the situation. 
Summarizing, the investor 
might well diversify his utility 
holdings in three ways, by includ- 
ing: (1) utilities in different di- 
visions of the industry — electric, 
gas, telephone, etc.; (2) utilities 
in different areas, in order to 
minimize unforeseeable risks such 
as storms, etc., but giving pref- 
erence the areas where regula- 
tion is favorable; and (3) favor- 
ing growth stocks only where 
such growth has worked out in 
higher share earnings and divi- 
dends, with favorable manage- 
ment — but including a few vieid 
stocks, if necessary, to bring up 
the average rate of return. In- 
vestors placing new commitments 
should correlate their action with 


the investment timing counsel 
offered from issue to issue in Mr. 
A. T. Miller’s market outlook 
forecast. —END 





The “Trillion” Dollar 
Consumer 
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that individuals’ gross equities 
(that is, before subtracting 
mortgage debt) amount to about 
$220 billion (depreciation on 
owner-occupied homes is now es- 
timated to be about $5 billion a 
year). 

Mortgage debt accounts for 
about half of this gross equity. 
For consumer durables, the gross 
equity is perhaps about $70 bil- 
lion. Most of the $30 billion of 
instalment debt should be offset 
against this total, leaving a net 
equity of perhaps $40 billion. 

Of the roughly $300 billion in 
gross equity in physical assets, 
it may be said that inflation en- 
hances the value of these assets, 
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just as it destroys the value of 
dollar-fixed assets. Each year of 
inflation since 1946 has prepared 
a pleasant surprise for the home- 
owner who bought his house in 
1946 and earlier years: He has 
found that the value of his physi- 
cal asset has been rising sharply, 
at least until recently. In many 
cases, owners of houses bought 
for $10,000 in 1946 could now 
sell for $25,000. Or, alternatively, 
they can refinance their mortgage 
and borrow as much as $20,000 
against a house they only paid 
$10,000 for. (And of course they 
“an spend the proceeds of the 
mortgage on automobiles or any- 
thing else: to the extent they do 
this, they are drawing funds out 
of mortgage loans for retail 
markets. ) 

To a lesser degree, the same 
was true of automobiles until 
1950. Anyone fortunate enough 
to buy a new car at list price in 
the years 1947 and 1948 found 
that in ensuing years the car ap- 
preciated rather than depreci- 
ated: It was worth as much in 
1950, as a used car, as it was 
worth new when he bought it. 
The same inflation that cut back 
the purchasing power of liquid 
assets was adding to the value of 
physical assets. 


Corporate Bonds and Stock 


The value of corporate securi- 
ties held by individuals also is 
available only as a rough esti- 
mate, but the $340 billion shown 
in the accompanying table prob- 
ably is not far from the fact. 

Corporate equities represent, 
of course, the proportionate share 
of the physical properties of a 
corporation. They are not a fixed- 
dollar asset, and would thus be 
expected to rise in dollar value 
as inflation continues. Over the 
past three years they fulfilled this 
function with noteworthy success, 
and the holders of such securities 
have reason to be thankful. In 
fact, in 1954 and 1955 the per- 
sonal holdings of securities (in- 
cluding bonds, which are more 
nearly dollar-fixed assets) rose 
about $120 billion, increasing the 
net worth of the whole consumer 
sector by more than 10%. They 
now account for roughly one- 
third of all consumer wealth. 
However, it should be added that 
any attempt to convert security 
holdings into cash in order to 
spend in consumer markets could, 
if it became widespread, lead to 


serious capital losses as shares 


fell in value. The present level of | 


stock prices represents a balance 
of supply and demand, and any 
sudden increase in supply would 
cost the owners of securities dear 


indeed. 
Bs * 


The American consumer, in 
summary, is very well heeled, on 
the average. However, the aver- 
age is not particularly significant, 
because of the concentration of 
asset holdings. Moreover, a large 
proportion of even the assets usu- 
ally called “liquid” do not prop 


ET ae 


erly represent a usable hoard of | 


savings, and the private securi 
ties held by individuals, while 


certainly convertible, would lose | 


considerable value if efforts were 
made to convert substantia 
amounts over a relatively short 
period, The trillion dollars of con 
sumer wealth is a broad base 01 
which American prosperity is 
built, but it provides no assurance 
that a retail bonanza awaits the 
retail merchant or consume) 
goods producer in years to come 
Perhaps most significantly, the 
size of the dollar-fixed asset hold 
ings gives a clear indication o 
the tremendous cost of even slight 
further inflation, to consumers 
and to the nation as a whole. 
—END 
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into account the industry under 
consideration in this section ranks 
as one of the largest and most 
important in the entire economy. 


From all indications at hand, it! 


may be said at once that the out- 
look is reassuring in spite of pro- 
jections calling for curtailment in 
some directions. 

Residential building activity 
seems likely to experience another 
moderate drop this year after 
having contracted to some extent 
in 1956. Explanations are not 
difficult to find. Contractors are 
prone to cite tighter money con- 
ditions, but other reasons may be 
fully as important. It is true that 
interest rates have risen and that 
mortgage funds are not so abun- 
dant as they were two or three 
years ago. Hence, potential home- 
buyers are encountering problems 
in financing purchases that might 

(Please turn to page 478) 
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the threat to a family budget is not so much a complete breakdown as 
momentary stalling. When this happens perhaps all that is needed is a 
small loan to keep things going. 
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have been more easily solved un- 
der easier credit conditions. 

Nevertheless it is only fair to 
point out that housing require- 
ments are not nearly so urgent 
as two years ago, building costs 
have risen and the home-seeker 
cannot expect to obtain as much 
for the same money. Moreover, 
buyers are more discriminating. 
Further cutbacks in construction 
seem likely in this division. 

Industrial expansion seems 
likely to continue at a high rate 
despite evidence here and there 
of some postponements caused by 
financing difficulties. In commer- 
cial areas, cutbacks have devel- 
oped in proposed erection of 
stores in shopping centers. All in- 
dications point to a gradual slack- 
ening later in the year. 

Public works projects show 
signs of expanding remarkably 
if financing can be_ provided. 
Increased interest charges have 
posed problems for some munici- 
palities that have approved plans 
for new schools, hospitals, etc. 
The need is so urgent in most in- 
stances that it seems likely that 
school plans will be pushed on an 
exceptionally large scale. 

Unless unexpected financing 
problems develop in road con- 
struction plans, 1957 will see a 
vigorous expansion. Government 
funds undoubtedly will be made 
available to set the huge program 
in motion. Co-operation from the 
several states is required, how- 
ever, to obtain the full benefit. 
Here again, urgency of better 
highways promises to speed prep- 
arations. Producers of cement 
and asphalt will be principal bene- 
ficiaries of an accelerated pro- 
gram. 


STEEL —In examining pros- 
pects for the so-called “‘feast-or- 
famine” industry long neglected 
by investors, it is found that pros- 
pects are especially bright. Strong 
demand for steel may be traced 
in no small part to renewal of 
“cold war” tactics overseas. Ex- 
penditures on defense require- 
ments are being enlarged. As a 
consequence of developments in 
the Middle East as well as in 
Eastern Europe, for example, 
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emphasis is being place on air- 
craft, on guided missiles and on 
other types of weapons, while 
plants are being constructed to 
provide additional manufacturing 
facilities. The active oil-tanker 
program requiring large quanti- 
ties of steel may be traced to ten- 
sion in the Middle East. 

Steel production for 1956 was 
reduced by the month-long strike 
in July, and output is estimated 
to have approximated the 117 
million tons turned out in 1955. 
Additional capacity put to use 
last year enabled the industry to 
make a fairly satisfactory show- 
ing in spite of the strike. With 
a wage contract extending to the 
summer of 1959, executives are 
hopeful of avoiding trouble this 
year. Output could register a 
sharp increase if demand holds 
up, but many observers look for a 
slackening in the third quarter — 
if not before that time. 

Despite rising costs, margins 
have been well maintained. Major 
steelmakers experienced success- 
ful results in 1956 and should fare 
well this year. Earnings for the 
first half are being projected at 
around the best for any six-month 
period. Some curtailment in oper- 
ations in the second half likely 
would result in narrower mar- 
gins. Producers of heavy steels 
appear to hold a strategic advan- 
tage inasmuch as facilities for 
light gauge sheets, etc., have been 
expanded sharply. All in all, the 
steel industry faces 1957 with 
confidence. 


GENERAL MACHINERY — 
Persistent labor demands have 
given impetus to automation in 
manufacturing establishments 
and spurred dependence on ma- 
chines. This trend seems likely 
to gain momentum in 1957 as 
smaller concerns endeavor to keep 
pace with ‘arger competitors who 
first saw the need for counter- 
ing rising wage costs. Industrial 
plant expansicn and moderniza- 
tion have keen sparked by favor- 
able economic conditions in the 
last year or two and by the com- 
paratively inadequate labor mar- 
ket. 

Because industrial projects re- 
quiring heavy equipment usually 
take several years of planning 
and construction they are not 
easily changed after starting. 
Thus, progrems inaugurated last 
year are likely to proceed to com- 
p etion. Machinery takes months 
to fabricate and install. Accord- 


THE 


ingly, orders placed in 1956 will 
be fulfilled this year in most cases, 


indicating continuation of the up- | 


trend noticed last summer. Place- 
ment of new orders may begin to 
slacken, however, in reflecting a 
growing conviction that facilities 
in many industries have reached 
a stage where productive capac- 
ity has begun to exceed sales re- 
quirements. 

Monetary stringency has con- 


RE 


tributed to a more cautious atti- | 


tude in considering expansion. 
Notwithstanding the prospect of 
some slowdown in operations later 
in the year, the longer-term out- 
look is favorable. The constant 
search for machines capable of 
reducing manufacturing’ costs 


will open new markets for manu- | 


facturers of automation devices. 
Moreover, the natural trend 
toward obsolesence will tend tc 
expand potential demand in the 
years ahead. 


ELECTRICAL MACHINERY 
— Over the long term there is 
little doubt about growth poten- 
tials for manufacturers of elec- 
tronics and all types of equipment 
supplied by the electrical indus- 
try. For the near term, the trend 
seems likely to be rather mixed. 
Demand for heavy apparatus is 
expanding as public utilities con- 
tinue to enlarge generating ca- 
pacity to care for a growing 
population. Consumer interest in 
household appliances is less in- 
tense. As a matter of fact, the 
setback experienced in 1956 may 
continue for a time into 1957, 
but it would not be surprising 
if an uptrend developed later in 
the year. Although competition 
seems destined to remain aggres- 
sive, some smaller companies 
have dropped out of the picture 
in television as well as in some 
other lines where profits have 
been quite unsatisfactory. 

Manufacturers of electrical] 
equipment used in factories in 
connection with automatically- 
controlled machines should fare 
well this year. The trend toward 
adoption of automation still is 
as strong as ever, and many 
smaller concerns find themselves 
confronted with the necessity of 
installing new machines or drop- 
ping out of the race. 


PUBLIC UTILITIES —Renew- 
al of inflationary forces has posed 
a problem for electric light and 
power companies, which comprise 

(Please turn to page 480) 
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Agricultural Chemicals 


To satisfy Agriculture’s big-tonnage 
appetite for nitrogen plant food, CSC 
supplies Hi-D Ammonium Nitrate, new- 
granule fertilizer, made by a patented 
CSC process. In addition, CSC produces 
nitrogen solutions, aqua and anhy- 
drous ammonia. Through fertilizer man- 
ufacturers, these products go to help 
make every acre more productive. 
Products made for pesticide formula- 
tors include Dilan®, ethyl formate and 
metaldehyde. 
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Potable Spirits 


: CSC’s oldest line of products is the 


Rossville® brand of alcohols, which 
trace their ancestry back to a Ross- 
ville, Indiana, distillery started in 1847. 
Today, CSC potable spirits are pro- 
duced exclusively on order and are 
: sold in bulk only. Products include 
; fine cane and grain neutral spirits as 

well as custom production of whiskies 
of unexcelled quality. 
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Sales Offices 
in 
Principal Cities 
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Industrial Chemicals 


Leading the product list is a new fam- 
ily of chemicals, the Nitroparaffins - 
nitromethane, nitroethane, 1-nitropro- 
pane, 2-nitropropane, and derivatives. 
A CSC development, the “NP’s” open 
up dynamic, new areas of chemical 
opportunity — and are already being 
used in a wide range of industries. 
Other basic products include ammonia, 
methanol, ethyl alcohol, butanol, me- 
thylamines, formaldehyde and penta- 
erythritol. 
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Animal Nutrition Products 


CSC supplies the feed industry with 
antibiotic and vitamin feed supple 
ments that help produce better broil- 
ers, laying hens, turkeys and hogs. 
Chief among these animal nutrition 
products are Baciferm® bacitracin anti- 
biotic supplements, B.Y-16® and 
B.Y-21® riboflavin supplements, multi- 
vitamin supplements, choline chloride 
and butyl fermentation solubles 








260 Madison Ave., 


wteredtces 








Automotive Specialties 


CSC’s automotive line includes both 
private label and branded products 
such as PEAK® ethylene glycol anti- 


freeze and Nor’way® methanol anti- 
freeze, Norway cooling system chem- 
icals and automotive specialties. In 
addition, last year CSC introduced 
Peak Nitro Fuel, a new special fuel 
for racing cars. For home use, CSC 
markets Quixol® and Quakersol®, pro- 
prietary brands of denatured alcohol 








Pharmaceutical Chemicals 


Newest antibiotic produced by CSC is 
cycloserine — used in the treatment 
of tuberculosis. CSC is also a leading 
manufacturer of bacitracin and was 
the first company to produce this anti- 
biotic. Crystalline riboflavin (vitamin 
B.) is another item important to the 
drug field. Other products include anti 
enzymes. All CSC drugs are supplied to 
pharmaceutical companies who market 
them under their own label 
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the bulk of utilities. Indications 
point to a moderate setback in 
earnings unless economies can be 
introduced in mechanization of 
office operations or in the use of 
modern equipment, etc. Increased 
interest charges for capital pre- 
sent the most serious problem, 
since utilities constantly require 
funds for expansion. All signs 
point to continuation of the up- 
trend in money costs that has 
characterized 1956 operations. 
Utilization of electrically-oper- 
ated equipment in homes as well 
as in factories is expanding at 
a rapid rate, however, and power 
sales continue to climb to new 
peaks at a rate well in excess 
of the growth in population. The 
need for conservation of funds 
with which to finance additions 
to plants may dictate a conserva- 
tive dividend policy in 1957, al- 
though managements are well 
aware of advantages that may 
accrue from liberalization of divi- 
dend payments when they ap- 
proach stockholders with plans 
for raising additional capital 
through issuance of new stock. 
There is no reason for thinking 
that the industry may not con- 
tinue its record of doubling in size 
about every 10 years, so that, in 
spite of a prospective squeeze on 
margins through rising labor and 
materials costs, it would seem 
safe to assume that earnings may 
expect to reflect growth and to 
warrant maintenance of a con- 
structive attitude on the part of 
conservative investors. 


CHEMICALS — Aggressive re- 
search is accounting for a prom- 
ising growth outlook for leading 
factors in this category. Investors 
seem inclined to place a more re- 
alistic appraisal on earnings of 
major companies in this group, 
however, because of evidence of 
keener competition and narrower 
profit margins. Capacity is being 
enlarged and production may run 
beyond demand in basic chemicals 
with the result that price reduc- 
tions may develop. 

Adverse effects of overproduc- 
tion and price competition mani- 
fested themselves last year in a 
moderate decline in earnings of 
representative companies. Addi- 
tional plants are destined to come 
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on stream in 1957, especially in 
production of newer chemicals, 
such as polyethylene. Output of 
basic chemicals is to be enlarged 
also as part of a program of pro- 
viding room for growth. 

Increased competition from 
Mexico has posed a problem for 
sulphur producers. Excessive sup- 
plies in both the domestic as 
well as the export markets have 
tended to depress prices and 
threaten profit margins for major 
producers. 


ETHICAL DRUGS—Of all the 
industries surveyed in this sec- 
tion the outlook for this group 
seems the most promising for 
sustained growth. For one thing, 
enlightened research is account- 
ing for a steady stream of new 
products having widespread ap- 
peal. Rising national income and 
aggressive promotional activities 
promise to give impetus to in- 
creasing expenditures for medi- 
cinal products—especially as more 
and more ethical items are re- 
leased by the Food and Drug au- 
thorities in Washington for retail 
sale in drug stores. Moreover, the 
drug business has gained tremen- 
dous impetus from hospitaliza- 
tion plans affording compensation 
for illnesses that otherwise would 
not have involved expensive treat- 
ments. To a great extent, there- 
fore, ethical drugs are compara- 
tively immune to _ recessionary 
economic trends. 

Despite the prospect of nar- 
rower margins arising from in- 
creased output and higher manu- 
facturing costs, representative 
companies in the ethical group 
should be able to maintain earn- 
ings in 1957 on a level compar- 
able with the results indicated 
for 1956. In some instances the 
showing this year should be bet- 
ter. Competition has increased in 
antibiotics and in new drugs of- 
fered for treatment of mental ills. 
Some producers of Salk polio 
vaccine have cut back production, 
indicating an oversupply of this 
widely-publicized immunizer. Nev- 
ertheless, all indications point to 
steady development of thoroughly 
tested and approved ethical drugs 
that will take up the slack as 
older items prove less profitable. 


RADIO, TELEVISION AND 
MOTION PICTURES —Compan- 
ies engaged in providing amuse- 
ment and recreation facilities 
usually fare well so long as indus- 
trial activity holds on a high 
plane and personal income is ex- 


panding. Extremely competitive 
conditions in radio and television 
presented problems in 1956, how- 
ever, that found reflection in 
sharply reduced earnings for 
some manufacturers in spite of 
continued progress in populariz- 
ing TV. The competitive struggle 
became so intense that several 
less efficient manufacturers drop- 
ped by the wayside. This develop- 
ment resulted in  price-cutting 
and unsatisfactory margins for 
all concerned but, as a result of 
a curtailment in manufacturing 
facilities, the outlook for 1957 
has improved significantly. 

Retrenchment still is in prog- 
ress in motion pictures in a pro- 
longed adjustment to competition 
from TV home entertainment. 
Movie-makers gradually have 
modified policies to bring about a 
closer alliance with telecasting 
operations. Virtually all compan- 
ies have sold their old film inven- 
tories (pre-1948 pictures) or 
have reached agreements for leas- 
ing their pictures to television 
stations. 

In addition, film companies 
have adopted policies of restrict- 
ing production of pictures to bet- 
ter-quality products having last- 
ing appeal as the most effective 
method of competing with tele- 
vised entertainment. Income from 
leased films used by telecasters 
will help compensate for lower 
revenues derived from theatres. 
The outlook for theatre operators 
is less reassuring, inasmuch as 
rising costs present a problem 
in the face of the necessity for 
raising admission prices. The 
strong trend toward out-door 
theaters which operate chiefly in 
the summer months is indicative 
of difficulties posed for older 
downtown theatres. 

In the main, prospects for the 
amusement group seem likely to 
depend to a large extent this year 
on maintenance of a high level 
of income and a willingness of 
the public to allocate a normal 
proportion of take-home pay to 
entertainment. END 





Can Meat Packers 
Continue Improvement? 
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wholesale branches and equip- 
ment, for the handling of such 
products; (3) owning and operat- 
ing retail meat markets, and (4) 
dealing in fresh milk and cream. 
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The petitioners make no request 
for any change in other provi- 
sions of the decree that prohibits 
them from owning public stock- 
vard companies, stockyard ter- 
minal railroads, or market news- 
yapers, and restricting their cold- 
storage operations. In brief, they 
feel that what they are asking for 
s permission to establish their 
jusinesses On a more equal foot- 
ng with other food processing or 
ood-packing companies, allowing 
hem to offer all retailers more 
omplete lines of food products. 


In An Age of Diversity 


Packers, to be sure, are not 
blivious to the diversification 
hat has taken hold in every in- 
lustry. They have seen manufac- 
turers in other lines go far afield. 
[hey feel that to prevent them 
‘rom diversifying within their 
ywn field works an unusual hard- 
ship. 

Thus, Porter M. Jarvis, presi- 
lent of Swift, has said that the 
rivate brands of many distribu- 
or organizations are bringing a 
lecline in the appearance of its 
rand in many retail outlets. 
Swift feels that if it were per- 
mitted to broaden its line to in- 
clude a full variety of meats, 
anned foods and dairy products, 
it would be in a better position to 
vie on equal terms. 

It remains now for the judi- 
ciary to decide which way the 
packers will go. 


Lower Prices Cut Volume 


Here we proceed to review each 
of the leading companies in this 
field, it should be noted that this 
is an industry in which volume of 
sales can be misleading. In the 
latest year, dollar volume was hit 
by declining prices. Meat-packing 
probably is the only industry 
where a company may do a busi- 
ness of close to $2 billion and still 
sustain a deficit. 

Aside from Swift, kingpin of 
the industry which has an out- 
standing record of earnings and 
dividends, meat-packing issues 
are speculative. By and large, the 
need to rebuild their finances will 
require these companies to pursue 
a highly conservative dividend 
policy even should earnings in the 
months ahead prove satisfactory. 

Armour & Co. At the annual 
stockholders’ meeting last Febru- 
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Behind the doors of Borg-Warner’s extensive new 
Research Center at Des Plaines, Illinois, many of 
tomorrow's wonders are being created 

Here, hundreds of technologists carry out an amaz- 
ing variety of research programs to aid B-W’s oper- 
ating divisions in the constant improvement of exist- 
ing products and the development of new ones. In 
addition, they're working in the challenging fields of 
applied mathematics, chemistry, electronics and me- 
chanics. They're discovering new and exciting things 
in the areas of metallurgy, nucleonics and physics. 

rhese scientists command some of the finest labo- 
ratory and testing equipment ever devised for pro- 
ductive research. An electronic computor facility, for 
example. A complete machine and model shop. A 
huge technical reference library. The most modern 
precision apparatus used to test, analyze and evaluate 
new materials, systems, products and processes. 

The Research Center continues the “design it bet- 
ter—make it better” philosophy that has guided Borg- 
Warner from its beginning. With vigorous research, 
broad manufacturing facilities and forward-looking 
management, B-W keeps pace with the world’s tech- 
nological advances and produces in the volume neces- 
sary to the progress and prosperity of the nation. 


Almost every American benefits every 
day from the many products of 


BORG-WARNER 


BORG-WARNER CORPORATION, 310 SOUTH MICHIGAN AVENUE, CHICAGO 4, ILLINOIS 
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ary 14, a shareowner, a follower 
of Armour’s progress for several 
years, stated that from available 
data he believed the company 
would show net earnings of $18 
million for fiscal] 1956. Armour’s 
President Specht said, in re- 
sponse, that while results for an 
entire fiscal year could not be 
projected on the basis of first- 
quarter results, he would be “‘dis- 
appointed” if earnings for the 
year did not come close to the $18 
million figure. 

Had it not been for the ex- 
tremes inherent in the seasonal 
changes of meat-processing which 
took place in the final six months, 
both Armour’s stockholder and its 
president would have been deadly 
accurate in their expectations. As 
it was, 1956 earnings increased 
to approximately $14 million, or 


$3.44 a common share, for the 
4,067,000 shares outstanding. 


This estimated showing for last 
year represents roughly a 40% 
increase over the $10.1 million in 
net earnings for fiscal 1955 
which, on the 4,065,914 shares 
then outstanding, were equal to 
$2.49 a share. 


t 


For the first time since July, 
1948, when 30 cents was paid on 
the common stock, directors of 
Armour have declared a dividend 
on this issue—a 10% stock distri- 
bution, payable February 8, to 
stock of record January 2. Be- 
cause of the policy of putting 
earnings back into plant moderni- 
zation, new facilities, continuing 
its diversification program and 
debt retirement, consideration of 
a cash dividend has been deferred 
to a later date. The distribution 
of one share of common stock for 
each 10 shares held will be capi- 
talized at the market price from 
1956 earnings. 


Cudahy Packing Co. Continued 
high production as a result of 
substantial livestock supplies, es- 
pecially during the first half of 
fiscal 1956, enabled Cudahy to 
show net operating profit for the 
vear of more than $5.2 million. 
This was equal to $3.12 a share 
on the common stock and com- 
pares with the previous year’s net 
operating profit of $2.7 million, 
or $1.46 a common share. In ad- 
dition to the 1956 gain in earn- 
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and diversification. 


reached record highs. 





Freeport has concluded an outstanding year and it 
begins 1957 with plans for further expansion 


Production of sulphur in 1956 exceeded 2,000,000 
long tons for the third consecutive year. In spite of 
intensified competition, sales both at home and abroad 


Production of oil also rose to a new high, and 
recoverable reserves of oil and gas were increased. 

For the future, Freeport is substantially strengthening 
its sulphur position. One new mine is under construction 
on the Louisiana gulf coast, and plans are being drawn 
to undertake the first completely offshore sulphur 
mining operation in history. 

he company is also working on plans with the 

hope of proceeding with development of 

strategically important nickel-cobalt deposits in 

Cuba, and a jointly owned subsidiary will shortly 

begin production of potash in New Mexico. 


FREEPORT SULPHUR COMPANY 
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ings from operations, the com- 
pany was able to report 57 cents 
a share of non-recurring profit 
from the sale of its holdings of 
Purex Corp. stock. This brought 
total earnings for the year to 
$3.69 a share. 


Near-record livestock receipts 
in the first six months provided 
facilities with capacity produc- 
tion, the showing also was aided 
by the progress achieved through 
the program inaugurated about 
two years ago, designed to in- 
crease the efficiency of its produc- 
ing and distributing units. An ad- 
diticnal aid in the last year, as 
well as in the previous year, were 
loss carry-forwards, permitting 
the elimination of $2.9 million of 


Federal income taxes in 1956 
and $1.3 million in 1955. The 
company states substantial loss 


carry-forwards remain for tax 
purposes in future years. 

Cudahy, continuing to pursue 
an aggressive policy of moderni- 
zation and expansion, made a 
number of major improvements 
and additions to plants during the 
year. To keep pace with the 
growth of the area, plant addi- 
tions at the Salt Lake City plant 
went into operation as the year 
drew to a close. At Wichita, 
Kans., Cudahy now is construct- 
ing a new building, scheduled for 
opening early in 1957, for the 
manufacture of sausage, canned 
meats and consumer-packaged 
luncheon meats. Other projects 
scheduled for the current year are 
additional facilities at Wichita for 
the processing of all species of 
livestock; additional modern fa- 
cilities for smoking meats at the 
San Diego, Calif., plant, and ad- 
ditional cold storage space for the 
Phoenix, Ariz., plant. 

At the fiscal 1956 year-end, 
working capital had increased 
25.5% from a year earlier, reach- 
ing $21.5 million, compared with 
$17.2 million a year ago. Along 
with this improvement in fi- 
nances, Cudahy has cleared all 
remaining dividend arrearages 
on its 414% cumulative preferred 
stock with the payment of $6.75, 
the balance due on the arrears 
and a regular payment of $1.1214 
a share, both being payable Jan- 
uary 15, to stock of record Decem- 
ber 31. 


George A. Hormel & Co. For 
the tenth consecutive year, Hor- 
mel’s sales tonnage set a new high 


THE MAGAZINE OF WALL STREET 


Figu 
exce 
CAP 
As« 

ong 
Pref 


ec 
1.1 
ef 
im 
if. 
ut 
pac 
six 
Ine 
con 
T 
tha 
net 
equ 
‘on 
195 
sale 
pre 
“Sr 
and 
rea 
exp 
Nel 
A 


Vol 
$23 
‘luc 
it 
itt] 
net 

mil 
cap 
able 


JAR 


com- 
cents 
profit 
igs of 
‘ought 
ar to 


ceipts 
vided 
roduc- 
aided 
rough 
about 
‘oO in- 
‘oduc- 
in ad- 
ir, as 
were 
itting 
on of 
1956 
The 
| loss 

tax 


ursue 
lerni- 
de a 
nents 
ig the 

the 
addi- 
plant 
year 
chita, 
ruct- 
d for 
r the 
inned 
caged 
jects 
r are 
a for 
2s of 
n fa- 
t the 
d ad- 
r the 


-end, 
2ased 
each- 
with 
\long 
n fi- 
d all 
"ages 
srred 
6.75, 
rears 
121% 
Jan- 
cem- 


For 
Hor- 
high 


REET 


eee 











Comparative Statistics for Three Leading Meat-Packing Companies 


Figures are in million dollars 
except where otherwise stated. 


CAPITALIZATION: 

As of 

ong Term Debt (Stated Value) 
Preferred Stocks (Stated Value) 

Yo. of Common Shares Outstg. (000) 


otal Capitalization 


NCOME ACCOUNT: 

or Fiscal Year Ended 

let Sales 

Jeprec., Depletion, Amort., etc. 
alance for Common 

perating Margin 

let Profit Margin 

arned Per Common Share 


SALANCE SHEET 

as of 

ash and Marketable Securities 
nventories, Net 

eceivables, Net 

urrent Assets 

urrent Liabilities 

Norking Capital 

ixed Assets, Net 

otal Assets 

cash Assets Per Share 

urrent Ratio (C. A. to C. L.) 
nventories as Percent of Sales 
nventories as % of Current Assets 


otal Surplus 


Cudahy Hormel Swift 
Packing Co (Geo. A.) & Co & Co 
10/27/56 10/27/56 10/27/56 

$ 10.2 $ 96 $ 47.8 
$ 10.0 $ 1.4 
1,542 512 5,926 
$ 27.9 $ 18.7 $194.4 
10/27/56 10/27/56 10/27/56 
$291.1 $319.3 $2,429.3 
$ 1.2 $ 2.0 $ 20.9 
$ 5.7 $ 5.0 $ 140 
1.8% 3.2% 9% 
2.1% 1.6% 6% 
$ 3.69 $ 9.85 $ 2.36 
10/27/56 10/27/56 10/27/56 
$ 46 $ 18.2 $ 23.7 
$ 19.6 $ 16.8 $182.4 
$ 10.0 $ 12.1 $ 96.8 
$ 34.1 $ 47.2 $302.8 
$ 12.5 $ 23.8 $135.9 
$ 21.6 $ 23.4 $166.9 
$ 21.5 $ 19.4 $245.6 
$ 56.5 $ 66.7 $561.6 
$ 2.97 $ 35.61 $ 3.99 
2.7 2.0 2.2 
6.7% 5.3% 7.5% 
57.5% 35.6% 60.2% 
$ 16.1 $ 24.2 $229.8 








ecord, increasing to well over 

.1 billion pounds, Dollar sales, 
eflecting lower meat prices, 
mounted to $319.2 million, a dip 
f 5.1% from the previous year, 
ut operations at or close to ca- 
pacity, particularly in the first 
ix months, produced record net 
neome of $5.1 million or $9.85 a 
ommon share. 

This showing compares with 
that of the previous year in which 
net income totaled $3.8 million, 
equal to $7.30 a share. Important 
‘ontributors to the outstanding 
1956 results were the consistent 
sales promotion of the company’s 
yrepared canned foods, including 
‘Spam” and other meat products, 
ind the benefits that have been 
realized from newly-acquired and 
xpanded plants at Fremont, 
Neb., and Fort Dodge, Ia. 

At the 1956 fiscal vear-end, 
vorking capital had increased to 
$23.4 million. Current assets in- 
‘luded cash of $8.1 million and 
U. S. Government securities of a 
ittle more than $10 million, with 
1et receivables totaling over $12 
million. This strong working 
‘apital position is deemed advis- 
able by Hormel management in 
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view of its capital-expenditure 
program covering essential struc- 
tural, and equipment installations 
and other improvements, Some of 
these are already underway and 
it is planned to start on others 
during the current fiscal year. 
Dividends probably will be main- 
tained at $2.50 annually, which 
Hormel] has paid in every year 
since 1948. 


Swift & Co. At the time Swift 
& Co., apparently going contrary 
to the policy of other packers, is- 
sued a six-month report last 
April, President Jarvis stated 
that interim reports were not de- 
pendable criteria of annual earn- 
ings. This, as he pointed out, is 
due to the extremes inherent in 
the seasonal changes in meat- 
processing and other company 
operations. The apprehension felt 
and expressed then has_ been 
borne out. 

For the half vear, net earnings 
were equal to $1.86 a share of 
capital stock. In the final six 
months ended last October 27, net 
earnings for that period fell to 
50 cents a share, bringing results 
for the full 12 months to $2.36 








Southern California 
Edison Company 


DIVIDENDS 

The Board of Directors has 
the payment of the 

following quarterly dividends 

COMMON STOCK 

Dividend No. 188 


60 cents per shore; 


PREFERENCE STOCK 

4.48% CONVERTIBLE SERIES 
Dividend No. 39 

28 cents per share; 


PREFERENCE STOCK, 

4.56% CONVERTIBLE SERIES 
Dividend No. 35 

28/2 cents per share. 


The above dividends are pay- 
able January 31, 1957, to stock 
ers of record January 5 
( wil Z fron 
e ¢ m par eiml 
17 January 31 














**‘No man ever stands so 
Straight as when he 


Stoops to help a boy” 


BIG BROTHER WEEK 
JANUARY 6 to 13th 
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a share, compared with $3.87 for 
the previous year. For each Swift 
sales dollar, the 1956 net aver- 
aged 6/10 of a cent compared 
with 1 cent in 1955. 

While profit margins were af- 
fected by conditions in the meat- 
packing business in the last half 
of the year, another contributing 
factor to the unsatisfactory show- 
ing was a 10-day strike, tying up 
39 meat-packing plants. The un- 
favorable results went beyond the 
actual time of the strike’s dura- 
tion. 

For the year as a whole, earn- 
ings do not reflect the apprecia- 
tion from price increases which 
took place in 1956 in the market 
value of year-end inventories. 
This year, therefore, application 
of the “last-in-first-out” method 
used in pricing these inventories 
resulted in a substantial charge 
against income. 

Although earnings in beef were 
slightly lower, some bright spots 
for the year were the improve- 
ment in pork results over the 
previous year’s losses and the im- 
provement in veal results, meas- 
ured by both volume and profits. 
In addition, increased volume, 
along with substantial reductions 
in expenses, brought about im- 
proved earnings in the company’s 
dairy and poultry business while 
canned foods and consumer short- 
ening departments also showed 
gains. Larger profits were also 
turned in by industrial oils, glues 
and adhesives, industrial soaps, 
and detergents. 

During the post-war years, 
Swift’s capital expenditures for 
plants and equipment totaled well 
in excess of $305 million. To de- 
velop still more effective operat- 
ing methods, the company plans 
additional capital investments to 
take full advantage of technologi- 
cal advances and intensify re- 
search to develop new products 
to meet consumer requirements. 

Swift’s year-end balance sheet 
disclosed net working capital of 
$166.8 million. Although this is 
a decrease of approximately $17 
million from the previous year, 
it is accounted for by these funds 
flowing mainly into net fixed as- 
sets, which increased by more 
than $20.5 million. We would con- 
tinue to hold this quality issue 
for income and growth potential 
over the long-term. 


Wilson & Co. Although final 
fiscal 1956 figures are not yet 
available, Wilson’s estimated 
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earnings for the year are put at 
approximately $7 million. This, 
after preferred dividends, would 
be equal to about $2.84 a share 
for the common stock and com- 
pares with the previous year’s 
reported net earnings of $4.5 mil- 
lion or $1.72 a share for the com- 
mon. Thus Wilson & Co. continues 
its uptrend from a deficit of $763,- 
341 for the year ended October 31, 
1952 to higher earnings in each 
subsequent year. 

While the company benefited 
from substantial livestock sup- 
plies, particularly in the first half 
of fiscal 1956, improvements made 
in the previous year in organiza- 
tion and operations also contrib- 
uted to a large degree to the im- 
proved showing. At that, it is not 
believed that operating results re- 
flect the full advantages to be 
derived from the closing down of 
the Chicago plant and transfer- 
ring operations from that facility 
to other sites. Benefits from these 
moves are expected to be more 
discernible in 1957, upon comple- 
tion of expansion programs sched- 
uled for this year at the Albert 
Lea, Minn., and Cedar Rapids, 
la., plants. 

Four dividends of 25 cents 
quarterly already have been de- 
clared on the company’s common 
stock, the first distribution in the 
current year being payable Feb- 
ruary 1, to stock of record Janu- 
ary 11. END 





Canada: in Boom 
on Top of Boom 





(Continued from page 445) 


Instead of being simply “hewers 
of wood and diggers of holes,” 
they would like to process a larger 
share of the industrial raw mate- 
rials they produce into manufac- 
tures and semi-manufactures. 

Second, the size of the gap in 
their payments with the United 
States makes them uneasy, espe- 
cially now that the capital inflow 
that pays for the gap is dependent 
more and more on the fluctuating 
sales of Canadian securities 
rather than on the steady inflow 
of direct investment capital. They 
are also wondering whether Can- 
ada has accepted capital from 
abroad far in excess of capacity 
to service it. 

Third, the Canadians are grum- 
bling that the tight-money policy, 
devised to keep down inflationary 
pressures, is discouraging invest- 
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ment by Canadians while encour- 
aging the inflow of foreign capi- 
tal. 

Fourth, many Canadians feel 
that “the country’s economic ma- 
chine may be operating above its 
physical capacity.” They would 
prefer a slower pace and a great- 
er admixture of domestic capital. 
They feel that American capial 
has concentrated in certain sec- 
tors and that Canadian capital 
may be excluded permanently 
from participating in these sec- 
tors, which include oil, many non- 
ferrous metals and automobiles. 


Accomplishments and 
Weaknesses 


Before commenting on some of 
these problems that worry the 
Canadians and should also con- 
cern American investors, it may 
be well to review briefly the ac- 
complishments and strains char- 
acterizing Canada’s phenomenal 
growth during the seven-year 
1949-1956 period. 

Canada’s per capita gross na- 
tional product rose from $1,219 
in 1949 to about $1,875 in 1956, 
an increase of some 54%. The 
corresponding figures for the 
United States were $1,722 and 
$2,467, representing an increase 
of 43%. 

If Canada’s capital expendi- 
tures in 1956 turn out to be 
around $7.5 billion, as forecast, 
this will be an increase of 25% 
from 1955 and more than a dou- 
bling since 1949. It will also mean 
that 16 million Canadians are 
investing more in the expansion 
of their economy (with the help 
of foreigners, of course) than are 
170 million Latin Americans. 

With prospective imports for 
1956 at close to $6 billion, 16 
million Canadians are importing 
more goods than 43 million 
Frenchmen and almost as much 
as 50 million Germans. Canada 
has become the Free World’s fifth 
largest industrial nation. Her de- 
veloped and potential resources, 
industrial raw materials, fuels, 
and water power, taken as a 
whole, are second only to those of 
the United States. Blessed with 
one of the highest hydro-electric 
potentials in the world, Canada 
also is likely to become in two 
or three years the Free World’s 
largest producer of uranium con- 
centrates. As a new source of 
energy, the uranium industry 
may revolutionize industrially the 
whole Canadian northwest. 
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One could go on almost indefi- 
nitely painting Canada’s bright 
economic future during the rest 
of this century. There is no doubt 
that the scientific discoveries and 
levelopments of recent years 
ave tended to favor Canada, and 
he investor may well keep this 
n mind. 

But the investor should also be 
minded that the pace of Can- 
da’s economic development 
hould be watched. Boom expan- 
ion is evident everywhere. Pri- 
ate mines and factories are com- 
eting with municipal and pro- 
incial projects for available labor 
nd resources. According to Can- 
da’s Finance Minister Walter 
Harris, there are frequent and 

idespread reports of labor short- 
ges and of skilled workers in 
articular. There are cases where 
onstruction or output is limited 
y materials shortages. Some 
sts are rising strongly, especial- 

in capital goods and construc- 
ion. The rate of investment is, 
ndeed, higher than in most other 

suntries, including the United 
tates. 

According to the Finance Min- 
ister, Canadians are trying to bor- 
ow at a rate which is outrunning 
the rate of saving by the rest of 
he community. These borrowers 
nclude federal, provincial, and 
municipal governments, public 
itilities, manufacturing concerns, 
nining enterprises, instalment- 
finance companies, retailers and 
house-builders. Consumer credit 
sutstanding in Canada, says the 
Minister, is about $700 per family. 
This is some 20% higher than a 
vear ago, and 60% higher than in 
1953. The Bank of Canada is re- 
fusing to assist in the extension of 
redit and of the money supply, 
ind for this reason money rates 
have been going up. 

Meanwhile Canadian agricul- 
ture is feeling the effect of rising 
costs and of the premium on the 
Canadian dollar. Nor are the older 
Canadian industries happy about 
the high Canadian dollar and 
ibout the competition from Eu- 
rope and the United States. 


Is Canada Being Oversold? 


The answer to the question is 
definitely “no.” The development 
of Canada’s resources and indus- 
trial potential has just begun and, 
one might add, we have seen noth- 
ing yet. The lesson taught by the 
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Suez crisis is that it is dangerous 
to rely on countries that are under 
a constant threat of being over- 
run by the Communists and that 
the development of energy and 
raw materials must be speeded up 
in countries that are politically 
reliable. Above all, this means 
Canada. 

There is danger, however, that 
over-enthusiastic investors may 
help to push the development of 
Canadian resources and industrial 
capacity faster than is needed. 
Large oil and natural gas reserves 
are not much good in the under- 
populated wilderness of British 
Columbia and Alberta. It is almost 
certain that the enthusiasm with 
which uranium mines are being 
sunk will in four or five years pro- 
duce an over-supply of uranium 
concentrates long before the West- 
ern European atomic power cen- 
ters are ready to absorb it. 

On the other hand, some of the 
problems that are worrying the 
Canadians may resolve themselves 
in due time. According to Louis 
Rasminsky, Deputy Governor of 
the Bank of Canada, the Cana- 
dians need not worry that they 
have accepted foreign capital in 
excess of their capacity to service 
it. Mr. Rasminsky says that the 
present burden of Canadian for- 
eign debt, private and Govern- 
ment, is less than it has been at 
many periods in Canadian history. 
“The increase in foreign debt has 
been much more than matched by 
an increase in national assets. 
Much of the investment has gone 
into things like petroleum which 
either displace imports or result 
in exports.” 

The huge deficit in Canada’s 
international payments with the 
United States is bound to contract 
if investment activity or the flow 
of foreign capital into the country 
should subside. As will be noted 
from the accompanying table, im- 
ports of investment goods ac- 
counted for two-thirds of the in- 
crease in over-all Canadian im- 
ports during the first half of 1956. 

In order to encourage Canadian 
participation in foreign-owned 
enterprises, steps have been taken 
recently to revise regulations re- 
garding the taxation of dividends 
paid abroad. Up to recent date, it 
has generally been more attractive 
tax-wise for a U.S. parent corpo- 
ration to continue to hold at least 
40% of the voting stock of a 
Canadian subsidiary. The revision 
should encourage American com- 





Diebol 


Canton 2, Ohio 


DIVIDEND NOTICE 


Manufacturers of Bank Vault Equip- 
ment . Fire-resistive Safes . . 

Storage Files . . . Rotary, Vertical 
and Visible Record Files . . . Flotilm 
Microfilming Cameras and Processors 


The Board of Directors of Diebold, 
Incorporated, at a meeting held on 
the 28th day of November, 1956, 
declared a dividend on the outstand- 
ing common shares of the corporation 
of twenty cents (20c) per share, pay 
able December 31, 1956 to share 
holders of record at the close of busi 
ness at the office of the Transfer 
Agent on December 17, 1956. 


A further dividend payable in com- 
mon shares of the corporation at the 
rate of one-tenth (1/10th) of a com 
mon share for each common share of 
the corporation outstanding has been 
declared by the Board, payable Jan 
vary 16, 1957 to shareholders of 
record at the close of business at the 
office of the Transfer Agent on Jan 
uary 2, 1957 


The Board of Directors has also de- 
clared the regular dividend of twenty- 
eight and one-eighth cents (284 gc) 
per share upon all outstanding pre 
ferred shares payable on January 1, 
1957 to all preferred shareholders of 
record at the close of business at the 
office of the Transfer Agent on 
December 21, 1956. 


RAYMOND KOONTZ 
President 
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panies owning subsidiaries in 


Canada to offer stock in these sub- 
sidiaries for public subscription 
in Canada. 

In view of Canada’s past record, 
her imaginative and enterprising 
leadership, her disciplined and 
responsible people, and her vast 
economic resources, most of which 
are still untapped, it would be 
absurd to be bearish about Can- 
ada. But Canada has not escaped 
certain problems which seven 
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years of almost unrelieved boom 
— the exception was 1954 — was 
bound to create. There is no doubt 
that the present pace of expansion 
has greatly stimulated inflation- 
ary pressures. Says Finance Min- 
ister Harris: 

“If inflation can be avoided 
now there will be assurance for 
a continued healthy growth in 
production and in the standard of 
living in years to come. In sum- 
mary—Canadians must not try to 
eperate the economic machine 
above its physical capacity.” 


Canada, it must be remembered, 
is experiencing a boom on top of a 
boom. For the investor, it is im- 
portant to remember that, while 
there are genuine opportunities 
and more to emerge, there also are 
pitfalls to avoid—especially, stock 
promotions of unseasoned equities 
in which only scant information 
is available. At the same time, it 
is wise to give well-timed invest- 
ment consideration to old-line 
American companies which have 
a substantial stake in the rising 
fortunes of our Good Neighbor to 
the north as she moves toward in- 
dustrial maturity. —END 





Evaluating 1957 
Dividend Outlook 





(Continued from page 448) 


Many corporations seem to be 
adding capacity just by the sheer 
momentum of an aggressive man- 
agement policy. Although the 
economy is growing rapidly, it 
appears to many analysts that 
the recent expansion of (a) plant 
facility and (b) inventories in 
anticipation has exceeded the 
pace where companies may main- 
tain satisfactory margins of 
profit. 

In terms of one broad indus- 
trial average, dividends repre- 
sented about 50% of 1955 earn- 
ings. This year, it is estimated 
that earnings may have decreased 
slightly and dividends increased 
so that about 55° of earnings 
would be distributed as dividends. 
The current trend suggests that 
1957 earnings may be down 
slightly, so that if dividend pay- 
ments remain nearly the same, 
the proportion of dividend dis- 
bursement could approach 60%. 
The implication is that the 1957 
stock market will be highly selec- 
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tive, as emphasized in the recent 
MAGAZINE OF WALL STREET series 
entitled “100 Leading Stocks” by 
Ward Gates. 


The 1956 Trend 


The dividend reductions dur- 
ing the fourth quarter of 1956 
have demonstrated no clear trend, 
although the following conclu- 
sions may be drawn from Stock- 
holders’ Messages: (1) Earnings 
were affected by unfavorable con- 
ditions within the specific indus- 
try, (2) There was an interim 
period of poor earnings between 
contracts and (3) The company 
was obliged to conserve cash to 
rebuild its properties. 

Two areas where there was a 
marked evidence of distress were 


the Building Supply and the 
Radio-TV industries. Briggs 
Manufacturing Co. (1314) en- 


countered selling difficulties in 
plumbing wares, in sympathy 
with a reduction in the number 
of new housing starts during 
1956 and the fact that larger 
companies with impressive brand 
names, such as Crane and Amer- 
ican Radiator, tended to dominate 
the field. The longer-term out- 
look appears to be more encour- 
aging, so much so that Briggs 
plans to spend $7.5 million on 
new facilities, which are calcu- 
lated to reduce operating costs. 
The present price for the stock, 
selling close to Book Value, pro- 
vides a yield of about 6% on the 
current 20¢ quarterly rate, which 
is half the rate prior to the fourth 
quarter of 1956. 

The operations of Rheem Man- 
ufacturing Co. (18) have been 
undergoing a metamorphosis in 
several ways, all of which require 
funds for capital expenditures. 
Defense business has been de- 
creasing, and dependence on 
building construction and auto- 
motive supply has been erratic 
during 1956. Dividends, omitted 
in July, have not yet been re- 
sumed. Earnings during the third 
quarter indicated a deficit of 
$1.76 per share. One might con- 
sequently express doubt as_ to 
whether a cash dividend will be 
soon resumed, since profit mar- 
gins are likely to be squeezed even 
further by mounting costs of 
labor and materials. 

Holland Furnace (95%), a mak- 
er of home heating equipment, 
suffered an earnings decline from 
$1.24 per share in 1955 to around 
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90¢ this year. The dividend rate | 


was reduced recently from 25¢ to 
15¢ per quarter, where a high 
yield is still provided at the cur- 
rent price, but the near-term 
prospects for an earnings im- 
provement do not seem auspici- 
ous. 

In another part of the forest, 
Pickering Lumber Corp. (OTC 
11%), a western lumber pro- 


ducer, suffered from declines be- | 


ginning during the second quar- 
ter of 1956, owing principally to 


the lower rate of house construc- | 


tion. Hence, the dividend was re- 


duced from 25¢ per share to 20¢, | 


which would seem to be generous 
in terms of near-term prospects. 
The better grade building con- 
struction stocks, such as Johns- 
Manville, Lone Star Cement, and 
National Lead appear to be head- 
ed for better earnings in 1957. 
One might expect reduced earn- 


ings for American Radiator, 
Crane, National Gypsum, and 
Ruberoid. 


In the textile group, one might 
expect that earnings in 1957 may 
show slight improvement over 
1956 but perhaps not up to the 
1955 level. It seems likely, for 
example, that Industrial Rayon 
(38) may find reason to reduce 
its $3 dividend in view of a cur- 
rent $3 rate of earnings. Bates 
Manufacturing Co. (OTC 714) 
reduced its dividend during the 
second week of December from 
20¢ to 1214¢ quarterly because of 
competitive problems in cotton 
and rayon sales. Van Raalte (26) 
lowered the 1956 dividend from 
65¢ to 50¢, but supplemented the 
payment with a 2% year end 
stock dividend. In general, divi- 
dends in the textile industry are 
satisfactorily covered, but the un- 
certain outlook suggests that pos- 
sible good earnings would merit 
dividend extras rather than in- 
creased rates. 


The Foreign Problem 


International Silver (44) suf- 
fered from twin difficulties in 
1956: first, a reduction in de- 
fense contracts and, second, the 
influx of foreign competition. The 
effect on earnings has been rela- 
tively serious, enough so that div- 
idends were reduced in October 
from $1 to 75¢ per share quarter- 
ly. Purely on a price basis, the 
shares seem intriguing, but the 

(Please turn to page 488) 
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earnings outlook does not suggest 
important improvement. Also af- 
fected by foreign competition, as 
well as mounting costs, is Elgin 
National Watch (1114), and the 
time seems at hand when elec- 
tronic components rather than 
timepieces will be the principal 
product. Lower earnings impelled 
management to reduce the divi- 
dend from 25¢ quarterly to 15¢. 
Other watch manufacturers, such 
as Hamilton, have switched into 
electronics and, on this basis, the 
outlook is tolerable. The under- 
lying force in the watch industry 
is the same as has held true with 
bicycles, toys, certain kinds of 
textiles, many types of chemicals 
and minerals, small automobiles, 
medical equipment, sugar and a 
large list of small manufactured 
articles. The fact is that despite 
import duties and_ shipping 
charges, other countries have an 
advantage in lower labor costs. 
American industrial corporations 
with large overseas sales are com- 
plaining of pinches from German 
electrical goods, Japanese ship- 
building and railroad equipment 
and European drugs and chem- 
icals. 


Some Short Circuits 


While sales of electrical and 
electronics goods have showed an 
excellent trend during 1956, the 
Radio-TV makers suffered from 
the pangs of overproduction. For- 
tunately, a few makers, such as 
Raytheon, DuMont, Stromberg- 
Carlson and C.B.S., terminated 
the production of TV sets, leaving 
additional elbowroom for GE, 
RCA, Sylvania, Hoffman and 
others. Emerson Radio (6%) 
found it necessary to eliminate 
the dividend in June 1956. Philco 
(17%) took the same opportunity 
to reduce its dividend from 40¢ 
to 20¢ and recently declared 1% 
in stock lieu of cash. TelAuto- 
graph Corp. (6%), in the com- 
munications field, has had a poor 
dividend history, and the dis- 
bursements resumed in 1953 were 
again omitted. Prudence suggests 
that over-capacity in the Radio- 
TV business will continue for a 
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while longer and that the mere 
fact of entrance into the mystical 
world of electronics does not 
guarantee profits. The profitable 
side of electricity seems to offer 
best prospects through utilities 
and electrical equipment making, 
and the changing fashions in en- 
tertainment and highly-research- 
ed electronics are better avoided 
by the average income investor. 


In the milieu of electronics may 
also be found several office equip- 
ment makers, and, among the 
group, Underwood Corp. (26%) 
came to grips with maintenance 
of the dividend during 1956. The 
rate was reduced during October 
from 25¢ to 10¢, which might 
continue until some rather funda- 
mental changes are made. Other 


major companies in the office 
equipment field seem to be 
thriving. 

Westinghouse (56) will prob- 


ably appear in tomorrow’s finan- 
cial textbooks as the company 
which could have cut its dividend 
due to a protracted strike but 
didn’t. Earnings for 1956 are 
placed around 50¢ per share, but 
the $2.00 annual rate has been 
maintained stolidly. This year’s 
earnings are expected to amply 
cover this dividend rate, which 
the stock seems to be anticipating 
at this price. 

Crown Cork and Seal (13) suf- 
fered in 1956 from the combina- 
tion of troubles that analysts tend 
to fear the most. Profit margins 
were down, cash was short, and 
a dividend restriction from the 
3% % notes militated in favor of 
passing the usual 20¢ dividend. 
Costs of materials principally 
steel) increased, and intense com- 
petition in the close-margin can- 
making business prevented an es- 
cape through higher prices. 


Down Or Up on the Farm 


Basic overcapacity may be alle- 
viated during 1957 in the farm 
equipment industry because the 
outlook for sales is better than it 
has been for a year or more. De- 
spite this, the dividends of Allis 
Chalmers (33) and International 
Harvester (39) do not appear al- 
together safe. Sales of trucks, 
earthmoving equipment and elec- 
tronic equipment should be of 
benefit, but heavy capital expend- 
itures in view hint that a stock 
dividend might be used as the al- 
ternative to cash dividends. Min- 
neapolis Moline (17) pays no 


dividend, and there is little to en- 
courage a resumption. 

Although sales of farm equip- 
ment may improve slightly this 
year, it is doubtful whether the 
agricultural chemical suppliers 
will partake of the harvest. Al- 
though earnings for American 
Agricultural Chemical (60), In 
ternational Minerals & Chemicals 
(28), Freeport Sulphur (90) and 
Texas Gulf Sulphur (29) may de- 
crease slightly from 1956, the 


dividends appear to be relativel) ' 


safe. 
An Element of Strength 


Perhaps the fact that so man) 
of today’s executives maturec 
during the days of the ’29 Cras} 
and the Depression restrain: 
them from becoming overly lib 
eral in the matter of dividends 
The fact that so few large indus 
trial corporations pay more thar 
50% of net income as dividends 
would seem to offer a_ partia 
cushion against a short duration 
period of declining sales and nar 
rowing profit margins. 

A list of actual companie: 
which would be inclined to reduce 
dividends in the event of a pro- 
tracted period of stress might 
possibly be of less use than a sum 
mary of the danger signals. One 
must consider that modern condi 
tions place heavy financial re 
quirements which were once th« 
exception rather than the rule 
(1) Enormous sums are being 
spent on extensive research lab 
oratories and high-paid scientists, 
(2) New products must be ex- 
tensively engineered, which takes 
time and money, (3) New plants 
must be financed to accommodate 
new products, (4) Inefficient 
plants must be charged off or re- 
modeled, (5) Outmoded products 
must be discontinued, which may 
constitute a loss for the company, 
(6) Advantage must be taken of 
labor-saving machinery, which in- 
volves a substantial outlay of 
cash, (7) Higher unit costs of 
new capital assets, brought about 
by increased prices for steel and 
other materials, add to the drair 
on cash, (8) Labor wages, by con- 
tractual arrangement, are increas- 
ing year by year, and (9) Adver- 
tising and promotion expenses are 
growing constantly. 

The dilemma in which every big 
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or small corporation finds itseif 
enmeshed is that to maintain sales 
and a satisfactory margin of 
operating profit, a constant flow 
of money is obligatory for re- 
search, new plants and machinery 
which will hopefully lower the 
cost of labor. There has been a 
revolution in food retailing, 
whereby the new self-service su- 
permarket chains have upset the 
stability of older neighborhood 
stores. Only the railroad that em- 
poys diesel locomotives, electron- 
ic yards and signalling, and mech- 
anized bookkeeping can _ keep 
anead of mounting expenses. The 
steel mills must find methods of 
producing iron and steel cheaper 
and with a lower capital cost of 
new production. Brand new prod- 
ucts and advanced technology are 
forcing the chemical companies 
to make a heavier reinvestment. 


Where to Buy, Where to Sell 


Since dividends are the product 
of successful operation of cach 
company, one must look increas- 
ingly toward the (1) cash re- 
serves, (2) borrowing credit, and 
(3) margin of profitability. Many 
small companies hold strong posi- 
tions within their industries, but 
unless they are able to spend sub- 
stantial amounts of money on re- 
search, new and efficient plant 
acilities and expensive advertis- 
ng and promotion, they will tend 
lose out to the giants with ain- 

resources. The competition, 
irticularly during the year or 
wo ahead, may cause a revalua- 
tion of securities so that financial 
resources as well as_ reported 
earnings may determine which 
securities will perform best or 
worst during 1957. 

After weighing the quality of 
management and of the product, 
wise investment counselor 
may adduce his own set of stan- 
dards. He might, for example, de- 
cide that Net Current Assets 
should represent a proportion of 
15-20% of gross sales and that 
Cash should be equivalent to at 
least half of Net Current Assets. 
He might further decide that a 
company should maintain a ratio 
of pre-Federal tax net income to 
sales of at least 14-15‘. If the 
company appeared likely to im- 
prove its margins from a ratio of 
around 12% or so, he might be 

ivorably disposed, and, converse- 

a company with high profit 
margins that appears to be facing 
period of decline might be un- 
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acceptable to the investor. 
More Stock Dividends? 


Because of (1) overcapacity, 
which may bring the attendant 
price cutting, (2) the higher lev- 
els of investment and labor costs, 
and (3) the financial require- 
ments of research, cost-cutting 
programs and other factors, the 
outlook in 1957 does not suggest 
very many increased dividend 
rates, except possibly for groups 
such as the Banks and Public 
Utilities. The chances are that 
good first half earnings in many 
industries may be rewarded later 
on by cash extras. In an increas- 
ing number of cases, it would ap- 
pear that the stock dividend may 
be employed, either as a substitu- 
tion for the cash extra or as a re- 
placement of regular cash divi- 
dends. In any event, one might 
expect that in the stock market 
there will be a continued weeding 
out of the unprofitable companies 
and a higher valuation placed on 
the companies with demon- 
stratively good financial re- 
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uptrend earnings, promise long- 
range appreciation for stocks 
thus blessed; and should mean 
less than average sell-offs in the 
inevitable periods of general mar- 
ket decline. There are a number 
of examples. One interesting one 
is Eastman Kodak, with payments 
continuous since 1902 and with 
the annual distribution raised for 
12 consecutive years’ through 
1956—plus stock dividends rang- 
ing from 5% to 10°% in six out 
of eight years since 1949. Nobody 
can guarantee extension of this 
trend; but, since it has not been 
a matter of happenstance, con- 
tinuation of it seems reasonably 
probable. Eastman is not cheap 
at 88, about 17.5 times likely 
1956 net in the vicinity of $5 a 
share against 1955’s $4.66, vield- 
ing about 3° on a $2.65 dividend 
total. But it is a good stock for 
dollar-averaging programs. 


Others 

The same goes for other up- 
trend-dividend stocks — mostly 
high on medium-term earning 
power, low in current dividend 
yield. Among the best records is 
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that of National Lead, with an- 
nual payments increased in 10 
out of the 11 post-World-War II 
years to date. Some other rec- 
ords: National Dairy, increased 
dividend in nine of the last 11 
vears; Halliburton, in seven of 
eight years since public listing in 
1948; Central & Southwest, eight 
of nine years since 1947 public 
listing; Florida Power, eight out 
of the last 11 years; Mississippi 
River Fuel, six of eight vears 
since 1948 public listing. 


Reasonable 

McGraw-Hill has been a 
nanza for long-pull holders, and 
a big profit-maker for readers 
who bought it on any of the 
earlier of our repeated recom- 
mendations here. Dividends have 
risen in 10 out of the 11 post-war 
vears to date, for a total 1946- 
1956 gain of 782°°, keeping pace 
with earnings. The latter, at a 
new peak for the fifth consecutive 


bo- 


vear, may reach $3.10 or so a 
share for 1956, against 1955’s 
$2.38. Present indications sug- 


gests another gain in 1957. Over 
the period since, our stock has 
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been among our more or less 
perennial favorites, it was split 
2-for-1 in August, 1953; and 
3-for-1 last August. In digesting 
recent good news, the issue has 
backed off to a current price of 
3614, nearly 16% under earlier 
high of 4314. At this level it is 
priced at about 11.8 times es- 
timated 1956 earnings, yielding 
over 4.1% on a $1.50 dividend 
basis, the latter more than twice 
covered. We do not figure there is 
another bonanza in it; but, as 
sound growth stocks go, it cer- 
tainly is reasonably priced. An 
appreciation of 15% to 25% from 
this level within perhaps a 12- 
month period does not seem to 
be a fanciful expectation. —END 
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the fiscal year ended October 31, 
1956, were approximately $107.5 
million, as compared with sales of 
$133.6 million in 1955. The de- 
cline in sales was due principally 
to a reduction in sales of defense 
products, since sales of regular 
products were approximately $97 
million, or less than 5% lower 
than in 1955. Earnings figures 
for the fiscal year ended October 
31 have not been announced, but 
it appears clear that earnings for 
the year at least equaled the divi- 
dends paid. 

Dividends paid in 1956 totaled 
70 cents per share, against 80 
cents in 1955. 

Sales of the Outboard Motor 
division in 1956, while still small, 
were double those in 1955. Com- 
pany anticipates that sales of 
outboard motors would be three 
times as large in 1957 as in 1956. 
A substantial part of this ex- 
pected increase will result from 
a contract obtained to furnish 
outboard motors to one of the 
largest chains of stores in the 
country. 

The regular quarterly dividend 
of $1.1214 per share was recently 
declared on the 414°% cumulative 
convertible preferred stock, pay- 
able January 31 and directors 
also have declared a quarterly 
dividend of 15 cents per share 
on the common stock, which was 
paid January 2 to shareholders 
of record December 1. 

Company expects sales of reg- 
ular products will be higher dur- 
ing the months of November, 
December and January than they 
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were a year ago. However, sales 
of defense products will be lower. 
Oliver is operating factories at 
a lower level during the winter 
months in order to delay increas- 
ing inventories until closer to the 
selling season. As a result of this 
lower operating level, company 
expects to show a larger loss for 
the three months ending January 
31, than it did in the correspond- 
ing period of last year. However, 
present forecast is that Oliver 
will increase its level of produc- 
tion beginning in January and 
that sales of regular products 
should continue to be higher than 
they were last year, so that they 
expect a profit for the six months 
ending April 30 instead of a loss, 
such as was realized in the corre- 
sponding period of 1956, 

The farm-equipment business 
is cyclical in nature. 
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Airlines’ entire new Viscount 
fleet. In a preliminary report to 
stockholders, company stated that 
net sales for fiscal year ended 
October 31 reached a new high 
of $193 million, and that it ap- 
peared that earnings per common 
share were the highest in its his- 
tory. In 1955 fiscal year, net sales 
were $190 million and common 
share earnings were $4.82.. Com- 
pany pointed out that the sales 
record was achieved without 
major Government work. Orders 
booked in 1956 fiscal year totaled 
$215 million. In fiscal 1955, total 
was $162 million, exclusive of a 
$36 million Government contract 
that had been completed. Back- 
log at October 31, 1956, was $70 
million, an increase of 45% from 
a year earlier. 


Eastern Air Lines plans to build 
a $5 million engine overhaul plant 
at Miami International Airport. 
to be in operation by the end of 
1958. It would be larger than the 
present base there and would be 
designed for the maintenance of 
jet aircraft. Company announced 
a 60° increase in its service in 
and out of Miami, as of December 
1, for the winter season. Schedul- 
ing for this booming business has 
necessitated the leasing of new 
equipment — six Super Constella- 
tions trom Trans World Airlines 
and six from Seaboard & Western 


Airlines, until new planes can be} 
delivered. Eastern would receive} 
20 Convair 440 Metropolitan air-| 
planes in the spring of 1957. Inj 
the first nine months of 1956,| 
common earned $2.93 per share—} 
up $1.03 for same period of 1956. 
December 15 saw payment of 2% | 
stock dividend, along with regu-| 
lar quarterly of 25 cents. 


Lukens Steel Co. announces it 
has broken a major cost-barrier 
on the way to broadening the use 
of titanium, notably in the chemi-| 
cal and other process industries. | 
This was done by the formation} 
of a “head” of solid titanium 
without the use of costly dies and 
stamping equipment. Highly ver- 
satile spinning equipment was} 
used in the crucial stages of the 
new Lukens process. Early in 
November company snagged 4 
$1.8 million Government contract 
for steel plates. The stock, of} 
course, has been a star performer 
this year for those of the invest- 
ment fraternity who like fast ac- 
tion. Last year’s range was 172-42; 
recent price, 167. Three-for-one 
split is slated for January 11. 
Also proposed is increase in debt 
limit from $7 million to $50 mil- 
lion to enable acquisition of funds 
for contemplated expansion. A 
dollar extra was paid November 
15, along with regular 25 cent 
quarterly dividend. Charles L. 
Huston Jr., president, has said 
company’s earnings after taxes 
for 1956 would be $20 or more a} 
share, with sales volume to ex- 
ceed $100 million for first time.| 
Because company changed to a 
calendar year accounting basis, 
no exact comparison with past re- 
sults was possible. For fiscal year 
ended October 22, 1955, company 
reported net of $5.44 a share. Mr. 
Huston stated improved volume 
stemmed from a shift in Lukens 
production from its traditional 
emphasis on railroad and marine 
plate to items for other industries. 





Oxford Paper Co. sales for first 
nine months of 1955 stated here 
on November 24 as less than $34 
million should have read $42 mil- 
lion. 


Standard Oil Co. (New Jersey) 
plans record capital expenditures 
of $1.25 billion this year. This 
kingpin of the oil industry last 
vear earned an estimated $800 
million, equal to more than $4 a 
share. —END 
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Your vote is in and these five win! 


THE NEWEST NEW :CARS IN 20O YEARS 


In left foreground, Plymouth: right. Dodge; center, De Soto; re 


ar left. Impe rial and rear right, Chrysler. With a total of 93 models to 


cover all price ranges—with over 400 color combinations to choose from, there's a Chrysler Corporation car that’s right for you! 


You and your neighbors are giving these 5 cars the most thunderous reception in automotive history. For here 


is genuinely new leadership in styling and engineering—to give you a whole new concept of driving pleasure! 


COMPARE THE STYLE! In secing 
these cars you recognized The New 
Shape of Motion as not simply warmed- 
over styling but a brilliant new concept 
in design. Here. in America’s lowest. 
roomiest cars is the clean. uncluttered 
beauty that won instant acclaim. Other 
cars are reaching toward this styling— 
these cars have it now! 


COMPARE THE RIDE! In revolution- 
ary new Torsion-Aire, you discovered 
that Chrysler Corporation engineers 
have achieved the first major, across- 
the-board suspension advance in 33 
years. You found that with Torsion- Aire, 
the car virtually planes away all road 
roughness, takes tight turns without 
lean, stops without dive. 


COMPARE THE VALUE! With new 
Pushbutton TorqueF lite transmission 
offering smoothness and 
. new Total-Contact Brakes that 
put less toe pressure to greater effect... 


unmatched 


surge.. 


exclusive Full-Time power steering ... 
everyone agrees these cars have road 
wizardry all their own! If you haven't 
driven one—do so, soon! 


CHRYSLER CORPORATION > THE FORWARD LOOK 


PLYMOUTH - DODGE - DE SOTO: CHRYSLER ; IMPERIAL 
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